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ABSTRACT 
The purpose of thi s study was to create a methodology 
local gove r nments could use in  determi n i ng the impact of 
i ndus t r ial development bonds on the local communi ty . The 
a r eas  of impact s tud i ed wer e  wa ter and sewe r i nf r ast ructu r e s  
and the cos t  of provi ding the services , highway capac i t i e s , 
prope r ty .tax generat ion , and employment genera t ion . Knox 
County , Tennes s ee was chosen as a gene ral s tudy a r ea because 
of the interest  local of f i cials had i n  this  topic  and 
because data was r ead ily acces s i ble . 
A cos t/benef i t  analys i s  of the prov i s i on of wat e r  and 
s ewe r s e rv ices , and impact analyses on i nf rast ructu r e  
capac i t i es , t h e  prope r ty tax base and the local economy we r e  
employed i n  thi s  study . Data f rom the compan i es i nvolved i n  
the s tudy , and data f rom state  and local gove r nments was 
r eli ed upon heavily . Per sonal i nterviews wer e  also u sed to 
gather i nformat ion . 
The ma j o r  f i nd i ng s  of thi s  resea r ch wer e ,  the i ndus­
t r ial development bond f inanced f i rms had a bene f i cial 
impact on the community and Knox County lacks a commun i ty 
and economi c development plan that cor responds to a local 
i n f r a s t ructure  development plan . Bas i c  indu s t r ies had the 
g r eatest  impact on the local economy . Th i s  is due , i n  pa r t ,  
t o  the 1 . 9 9 i ncome mult ipli er of ·the Knoxv ille economy . Fo r 
eve r y  10 0 dolla r s  of bas ic indus t ry income c r eated d i r ectly , 
a no ther 9 9  dolla r s  of income i s  created indi rectly . 
i i  
Wi th the except i on of the apar tment complex , none of 
the developments had a negat i ve impact on the publ i c  
i nf r a s t ructure. The apa r tment complex was loca ted on a 
s t r ee t  tha t was not des igned to handle the volume of t r a f f i c  
tha t  used i t . The wa ter sys tems gene rally had mor e  exces s  
capac i ty i n  the i r  sys tems than d i d  the sewe r systems . The 
a f fected publ i c  s chools we re  not ove r crowded . 
The impact on the County ' s  tax base was g r ea t e r  than 
the impact on the C i ty ' s  tax base. Th ree o f  the fou r 
developments we r e  located out s ide the Knox v i l l e  C i ty L imi ts. 
The County bene f i ted from the proj ect loca ted in the C i ty 
but the C i ty did  not rece i ve any tax revenue f r om pro j ec t s  
loca ted out s ide t h e  C i ty . 
Pe rmi t t i ng the development of the apa r tment complex on 
a s t reet  that could not handle the i nc r eased volume o f  
t ra f f i c  i s  an example of the lack of coo rd i na t ion between 
pr i va t e  development and publ i c  i nf rast ructu r e  development. 
Developmen t  should be encou raged in  the a r eas  whe r e  the 
i nf ra s t r uctu re  has excess capaci ty or  the develope r should 
be respons i ble for upg radi ng the i nfrast ructu r e . 
Future  r esea r ch may involve s tudyi ng the impact 
gove r nment prog rams have had on compet i ng bus i ness es. 
Knowi ng the impact these prog rams have on a bus iness wi l l  
help i n  determi n i ng if  these prog rams a r e  provi d i ng a n  
unfai r advantage . 
i i i  
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CHAPTER I 
INTRODUCTION 
Indu s t r ial  development bonds a r e  obl iga t i ons of s tate  
and local gove r nments for the pu rpose of buyi ng or bu i ld i ng 
i ndus t rial , comme r c ial and res ident ial prope r t i es . The r e  
a r e two types of i ndus t r ial development bonds - r evenue and 
gene ral obl igat ion . Revenue bonds are suppor ted ent i r ely by 
the r ents and mor tgages gene rated by fac i l i t ies . Gene ral 
obl igat i on bonds are suppo r t ed by the r ents and mo r tgages of 
the fac i l i t i es and the full fa i th and c r edi t of the i ss u i ng 
gove r nment . Gene ral obl igat ion bonds are  l imi ted i n  s i z e to 
a pe r centage of the local prope r ty tax base by state s ta t u t e  
or cons t i tu t ion . 
The pr ima ry pu rpose of indus t r ial developmen t  bonds i s  
to c r eate j obs in  a r eas where  there i s  a labor su rplus . 1 
Indu s t r y  i s  a t t racted to an a r ea by prov i d i ng lowe r finance 
cos ts  to the indus t ry than would no rmally be ava i lab le 
through t radi t ional money ma rkets. Munic ipal i t ies are abl e 
to prov ide funds to  bus i nesses at a lowe r rate because 
i ndu s t r ial  development bonds are  exempt from Federal i ncome 
tax . 
Cu r rent l i terature on indu s t r ial  development bonds 
deals pr ima r i ly wi th the cos ts on the na t ional level and the 
benef i t s  on the local level . The ma j or cos t on the nat i onal 
1Tennessee Code Annotated , 19 8 0 ,  Sect ion 7 - 5 5-106 ( 5) .  
1 
level i s  the los s of Fede ral i ncome tax on i nt e r e s t  for 
i ndus t r ial developmen� bonds. The bene f i ts to the loca l 
economy are  the i ncreases i n  employment and prope r ty tax 
revenues. The cos ts, if  any, are usually igno r ed. The 
impact on loca l s t reets by i ndus t r ial deve lopment bond 
f i nanced pro j ects is another cos t not addres sed in cu r r ent 
l i t e ratu r e  on i ndus t r ial development bonds . 
The l i terature has fa i led to address , adequa tely , the 
cos t s  and benef i t s of i ndust rial development bonds at  the 
local level . The st ress  the new development places on 
ex i s t i ng infras t r ucture and the add i t ional cos t  o f  prov i d i ng 
s e r v i ces  a r e  not i ncluded in  the cos ts  normally assoc ia t ed 
w i th the use of i ndus t r ial development bonds . 
S i nce i ndus t r ial development bonds a r e  such a popular  
tool , a closer  look at the impact that  i ndust r ial develop­
ment bond f i nanced f i rms have at the local level i s  needed . 
Th i s  thes i s  wi l l  address the a r eas  of f i scal and economi c 
impact , and the impact developments have on s t reets , wa t e r  
a n d  sewe r systems and pub l i c  schools . Knox County, 
Tennessee was sel ected as the study a r ea because of the 
interest  of local o f f i cials i n  thi s a r ea . 
Thi s  s tudy i s  expected to show that  the r e  a r e  cos t s  a t  
t h e  local level assoc iated wi th the issuance of indus t r ia l  
development bonds. I t  will  reveal the capaci ty of loca l 
gove r nmental uni ts  to plan for future development. Th i s  
s tudy wi l l  also i l lust rate the impacts d i fferent  types of 
2 
developments have had on the Knoxville community. 
A review of current literature, relevant court cases 
and legislative and administrative actions that have had an 
effect on industrial development bonds will be presented. A 
methodology for determining the impact industrial develop­
ment bond financed firms have had on a community was 
developed. It was developed so local officials would have a 
workable tool to determine the impact industrial development 
bonds have had on their communities. Data used is readily 
available to local officials. The process used in Knox 
County for issuing industrial development bonds is presented 
to give those unfamiliar with the process a basic idea of 
how it works. 
The data collected in this study will be presented so 
the reader can compare the impact each type of development 
had on different sectors of the community. The final 
chapter will present the conclusions drawn on the data 
collected and literature reviewed. Remarks will be included 
on some of the issues addressed in current literature and 
Tennessee enabling legislation. 
3 
CHAPTER II 
LEGAL, LEGISLATIVE AND LITERATURE REVIEW 
Industrial development bonds are a form of municipal 
bond issued to finance commercial or industrial expansion. 
Early Federal leg�slative action dealt with municipal bonds. 
Industrial develop�ent bonds were not mentioned in Federal 
regulations until 1954 by the Internal Revenue Service. 
The Securities Act of 193 3 was the first Federal 
legislation to deal with municipal bonds. The purpose of 
the 193 3 Act was to regulate the public sale of new 
securities. The Act specifically exempted municipal 
securities from the disclosure requirements placed on 
private securities. The only provision in the 193 3 Act that 
applied to municipal bonds was section 17(a). This section 
prohibited fraudulent schemes or devices or material mis­
statements or omissions in the offer or sale of securities.2 
The reason municipal securities were exempted from the 
19 3 3  Act is not clear. It may have been Congress felt the 
added cost of compliance would be more than local govern­
ments could afford and the lack of misrepresentations in the 
municipal securities market did not warrant regulation. 
The next year Congress enacted the Securities and 
Exchange Act of 193 4. The purpose of the 193 4 Act was to 
insure the continuation of fair markets for securities by 
2securities Act of 1 9 3 3, section 17(a) 15 u. s . c .  (1 976) 
4 
providing for the regulation of security exchanges operating 
in interstate commerce. The onl y provision of the 1 934 Act 
that applied to municipal securities was the section on 
fraudul ent sal e of securities. 3 
Congress first addressed the tax exempt·status of 
government securi ties in 1 939. Section 22 (b) (4) of the 
Internal Revenue Code states that gross income does not 
i ncl ude i nterest on the obligati ons of a state, territory or 
pol itical subdi visi on thereof. 4 
The fi rst mention of industrial development bonds at 
the federal l evel was made by the Internal Revenue Service 
i n  Revenue Ruli ng #54- 106. The Rul ing states: 
Bonds dul y i ssued by or in the behalf of a 
muni ci pal i ty for the purpose of fi nancing the 
acqui si tion or construction of municipall y owned 
industrial plants for l ease to private enterprises 
constitutes obli gati ons of a poli tical subdivisi on 
within the meani ng of section 22 (b) (4) of the 
Internal Revenue Code. Interest og such bonds is 
exempt from Federal income tax • . • •  
States often asked the Internal Revenue Service to �ul e 
on questi ons on how state legi slati on was affected by the 
3securities Exchange Act of 1 934, 1 5  u.s.c. ( 1 97 6) 
Thi s is not a bl anket exception as i n  the 1 933 Act. For a 
securi ty to be exempt i t  must be tested agai nst each section 
of the 1 934 Act. 
4secti on 22 (b) ( 4) of the 1 939 Code i s  the same as 
section 1 03 (a ) ( l) of the 1 954 Code. 
5Internal Revenue Service, Internal Revenue B ull etin 
Cumul ative, Washington, D . C. ,  U. S. P ublishing Office, 1 954, 
P art 1 ,  p28 
5 
Internal Revenue Code. Even though these rulings pertained 
to a specific piece of legislation, they formed guidelines 
by which other states drafted legislation. Revenue Ruling 
#57-1 87 was the response of the Internal Revenue Service to 
the state of Alabama co�cerning Title 37, Chapter 17 of the 
Code of Alabama. The Ruling states: 
Bonds issued by an Industrial Development Board 
under Title 37, Chapter 17 of the Code of Alabama, 
are considered issued in behalf of a munici­
pality • • •  Interest received on such bonds is 
exempt from Federal incowe tax under section 1 0 3  
(a)(l) of the 1954 Code. 
The most recent Ruling by the Internal Revenue Service 
is #63-20. The rule states that for the purpose of section 
1 0 3  (a)(l) of the 1954 Code, obligations issued by a non-
profit corporation formed under the non-profit corporation 
laws of a state for the purpose of industrial development 
within a political subdivision of that state will be 
considered on behalf of the political subdivision, if all of 
the following requirements are met: 
1. Activities are public in nature 
2. The corporation is not organized for profit 
3. Corporation income must not inure to any private 
person 
4. The government must have a beneficial interest in 
the corporation while bonds are outstanding 
5. Approval by the state or local government of the 
6Internal Revenue Service, Internal Revenue Bulletin 
Cumulative, Washington, D.C., u.s. Publishing Office, 1957 
Part 1, p65 
6 
corpora7ion and the bonds said corporation has 
issued. . 
During the late 1960's the Federal government saw 
problems associated with the use of industrial development 
bonds. The major problems were the loss of Federal income 
tax revenue and the disruption of the traditional municipal 
bond market. The demand for municipal bonds was considered 
as constant by Federal officials. With industrial develop­
ment bonds taking a larger percentage of the municipal bond 
market, the Federal government felt that the industrial 
development bonds were crowding out local bonds needed for 
capital improvements. 
In 1968 the Treasury Department proposed regulations 
that would remove the tax exempt status of industrial 
development bonds. These regulations never came into force 
because Congress adopted legislation that regulated the size 
and the use of industrial development bonds before the 
Treasury Ruling became effective.8 The legislation Congress 
adopted was the Revenue Expenditure and Control Act of 1968. 
The 1968 Act created section 103 (b) of the Internal Revenue 
Code which dealt specifically with industrial development 
bonds. The most important part of this act was that it 
?Internal Revenue Service, Internal Revenue Bulletin 
Cumulative, Washington, D.C., u.s. Publishing Office, 1 963, 
Part 1,  p24 
8 The Treasury Department postponed indefinitely the 
final hearing on the proposed regulation. 
7 
placed a ceiling of 1 , 0 0 0 , 0 0 0  dollars on most issues. 9 
Prior to the Act there was no limit to the size of the 
issue. The Act was later amended to raise the ceiling to 
5 , 0 0 0 , 0 0 0  dollars over a six year period. The period covered 
three years prior to and three years after the present bond 
issue. 1 0  
Also in 1968 , The Securities and Exchange Commission 
made its first effort in regulating industrial development 
bonds. This effort was in the form of Rule 1 3 1  of the 
Securities Act of 193 3 and Rule 3b-5 of the Securities 
Exchange Act of 193 4 , which were enacted to protect inves-
tors. These rules were identical. The Commission recog-
nized that there were two separate phases in issuance of an 
industrial development bond. The first was the lending of a 
municipality's credit , and the second was the receiving of 
interest and principal by the holder of the bond. The 
former phase was still exempt from the registration and 
disclosure requirements of the 193 3 and 193 4 Acts , but the 
latter was considered a separate security and thus was 
regulated by the Acts. 11 
9rnternal Revenue Code 198 1 , St. Paul , MN, West 
Publish�ng Co., 1981 
lOcongressional Quarterly Almanac , Washington , D. C. , 
Congressional Quarterly Inc. , 1968 , p279 
llEric M. Hellige , "Industrial Development Bonds: The 
Disclosure Dilemma", Journal Of Corporation Law , 198 1 , 
Vol. 6 ,  pp3 02-3 0 3  
8 
The regul ation of industrial devel opment bonds by the 
Securities and Exchange Commis�ion was short l ived. In 1 97 0  
Congress intervened in the regul ation of industrial devel op­
ment bonds by the Commission. Section 401 of the Employment 
Securities Amendments of 1 97 0  virtual l y  exempted al l 
industrial devel opment bonds from the registration provi­
sions of the 1 933 and 1 934 Acts. Section 401 exempted those 
issues whose proceeds go for convention centers, parking 
facil ities, wharves, mass commuting facil ities, facil ities 
for the provision of l ocal util ities, airports, docks, 
pol l ution control facil ities and smal l issue industrial 
devel opment bonds under 5,000,000 dol l ars in the aggregate 
as defined in section 103( b) ( 6) ( D) of the Internal Revenue 
Code. 1 2  After Section 401 was enacted, Rul es 1 31 and 3b- 5 
pertained to those non- exempt facil ities whose bond issues 
are over 5,000,000 doll ars. 1 3  
D uring the p�riod 1 97 0- 1 975, the Securities and 
Exchange Commission uncovered an increasing amount of fraud 
in the municipal securities market. Even though the 
antifraud sections of the 1 933 and 1 934 Acts provided a 
basic amount of protection to investors, Congress fel t 
stricter regul ation of those dealing in municipal securities 
was needed. In 1 97 5  Congress passed the Securities Acts 
1 2This figure was raised to 1 0,000,000 dol l ars after 
1 97 8. 
1 3Hel l ige, p309 
9 
Amendments of 1 97 5. This act required all municipal 
security dealers that were not registered to register under 
the 1 934 Act. The Securities and Exchange Commission took 
this opportunity to deny registration to any party involved 
in a felony or misdemeanor involving the sales of securi-
ties. 
The Amendment of 1 97 5  also created the Municipal 
Securities Rulemaking Board. The purpose of the B oard was 
to establish rules that would
. 
gov ern municipal securities 
dealers. Though the Board had the power to establish rules, 
it had no power to enforce them. Congress felt that it 
would be a duplication of serv ices if the Board also had the 
power to enforce the rules. Existing agencies that would 
enforce the rules are the Securities and Exchange Commission 
(SEC) , the Federal Deposit Insurance Corporation (FDIC) , the 
Comptroller of the Currency, the Federal Reserve System, and 
the National Association of Securities Dealers Inc. 1 4  The 
1 97 5  Act did not alter the exemptions of municipal issuers. 
The i ssuer sti ll does not have to fi le a report pri or to the 
sale of a municipal security. 
In 1 97 8  the Carter Administration tried to regu late the 
use of industrial development bonds. The Carter Administra­
tion wanted to limit the use of industrial development bonds 
1 4P amela Fessler, .. Restrictions Proposed On Use of 
L ocal Development Bonds .. , Congressional Quarterly, 
Washington, D. C. ,  Congressional Quarterly Inc. , March 27 , 
1 982, p67 3 
1 0  
to distressed areas onl y. The Administration offered to 
raise the ceil ing of smal l issues to 10,000,000 dol l ars, in 
certain cases, if Congress woul d l imit the use to distressed 
areas. Congress was not wil l ing to l imit the use of indus-
trial devel opment bonds to ta�geted areas but was receptive 
to the increased ceil ing for smal l issue industrial devel op-
ment bonds. The major difference between existing regul a-
tions and the Industrial Devel opment Bond Act of 1 97 8  was 
that the 1 97 8  Act raised the ceil ing of the bonds. 
The next piece of l egisl ation affecting industrial 
devel opment bonds was the Tax Equity and Fiscal Responsi­
bil ity Act of 1 982. This act has had the greatest impact on 
industrial devel opment bonds because it pl aced an end to the 
Federal tax exemption. As of December 1 986, smal l issue 
industrial devel opment bonds will no l onger be exempt from 
Federal income tax. Other provisions of the Act hav e had a 
more immediate effect. Effective December 31 , 1 982 the 
fol l owing provisions took force: 
1. the bond must be presented at a public hearing, 
2. the bond issue must be approved by elected 
official s or voter referendum, 
3. properties using industrial development bonds must 
take straight line depreciation (with the 
exception of l ow income housing and some other 
housing, municipal sewage and sol id waste 
facil ities, certain air and water pol l ution 
control facil ities and certain facil ities which 
invol ve the use of an Urban Devel opment Action 
Grant) , 
4. facil ities for which 25% or more of the proceeds 
of the bonds go towards auto sal es and service, 
11 
recreation or entertainment, retail food or 
�everage sel�ice are not exempt from Federal 
�ncome tax. 
The Deficit Reduction Act of 1984 pushed back the end 
to the federal tax exemption for manufacturing facilities to 
December 31, 1988. The 1984 Act also placed a limit on the 
total value of bonds issued in a state. The limit was set 
at 150 dollars per capita. The population figures were 
taken from the latest population census. This act also 
placed a 40,000,000 dollar maximum on the aggregate value of 
bonds issued to a company. The maximum amount includes all 
industrial development bonds issued in the United States. 
Once a company is the beneficiary of 40,000,000 dollars of 
industrial development bonds, all interest paid on bonds 
issued afterwards is subject to federal income tax. Bonds 
issued prior to this act can not be taxed even if the 
aggregate was over 40,000,000 dollars (grandfather 
clause).16 
Federal Judicial Cases 
The opinion of the Supreme Court has been known to 
change, especially from one court to the next. This is true 
in the case of industrial development bonds. The first 
precedent setting case was Citizen's Savings and Loan 
15Tax Equity and Fiscal Responsibility Act of 1982, u.s 
Code, Title 26, section 214 a-c,l982 
16oeficit Reduction Act of 1984, u.s Code, Title 26, 
section 221, 1984 
12 
Association v. Topeka. 17 In accord with Kansas enabling 
legislation, the city of Topeka issued 100,000 dollars of 
its bonds to attract an iron works to the city. The action 
was brought about after the bonds defaulted. The legal 
question in the case was the authority of the Kansas 
legislature to pass the enabling legislation. The opinion 
of the Court was since there were no funds set aside to pay 
the bonds, the city would have to use tax revenues to pay 
off the bonds. The court held that tax revenues could only 
be used for a 'public purpose' and the financing of a 
private manufacturer was not a public purpose. The bonds 
were void. 
The decisions of the next two cases to appear before 
the court were determined by the precedent set in the above 
case. In Parkerburg v. Brown18 the holders of certain 
defaulted bonds brought suit to recover interest and 
principle due. The bonds were issued in accordance with 
West Virginia legislation allowing cities to lend its credit 
to manufacturers locating in the cities. The bonds in 
question were secured by a deed of trust on the property. 
The firm went bankrupt and the city failed to enforce the 
deed of trust. The plaintiffs asked the Court to award them 
the property and deficiency payments from the city. As in 
17"citizen's Savings and Loan Association v. Topeka", 
87 u.s. 655 (1875) 
18"Parkerburg v. Brown", 106 U. S. 487 (1883) 
13 
the 'Topeka' case, the Court ruled the legislation invalid 
and the bonds void. The Court stated: 
There was no provision in the Consti­
tution of West Virginia of 1862 authori­
zing the levying of taxes to be used to 
aid private persons in conducting a 
private manufacturing business. This 
��
i��a��,t��ea��g��l�����1�as no power 
The last case for which the precedent of the 'Topeka' 
case was cited was Cole v. LaGrange.20 The case questioned 
a Missouri act authorizing a city to lend its credit to 
railroad and manufacturing concerns. The Court stated: 
The general grant of legislative power 
in the Constitution of a state does not 
enable the legislature, in the 
exercise • • •  of the right of taxation, to 
take private property, without the 
owner's consent, for any but a public 
object. Nor can the legislature 
authorize counties, cities or towns to 
contract, for private objects, debts 
which must be paid by taxes. It cannot, 
therefore, authorize them to issue bonds 
to assist merchants or manufacturers • . •  
in their private business. These limits 
of the legislative power are now too 
firmly established by judicial decisions 
to requi2I extended argument upon the subject. 
All of the decisions rendered by the Court after the 
'LaGrange' case were as a result of test cases. The prior 
cases were ones in which the plaintiffs were trying to · 
19"Parkerburg v. Brown", p501 
20"Cole v. LaGrange", 113 u.s. 1 (1885) 
2l"Cole v. LaGrange", p6 
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recover damages. The Court also began to reverse its 
position as to the validity of state legislation which 
authorized lending a city's credit to private concerns. The 
1 896 case of Fallbrook Irrigation District v. Bradley22 was 
brought forth to test the constitutionality of a California 
act that created an irrigation district and placed special 
assessments on property within the district. The Court 
stated that they had no right in ruling on a question of 
constitutionality if the highest court of the state had 
. upheld the act in question , under the pretext of principles 
of general constitutional law. The Court also stated: 
If the act violates any provision , 
expressed or properly implied , in the 
Federal Constitution , it is our duty to 
so declare it; but if it does not , there 
is no justification for the Federal 
courts to run counter to the decisions 
of the highest state courts upon 
questions involving the construction of 
state statutes or constitutions , or any 
alleged ground that such decisions are 
in conflict with sound prin��ples of 
general constitutional law. 
As a result of the 'Bradley' case , the precedent of the 
'Topeka' case had been cast aside. 
In 1917 , the case of Jones v. Portland24 came before 
the Court. The case pertained to a state act authorizing 
22"Fallbrook Irrigation District v .  Bradley" , 164 u.s. 
112 (1 8 96) 
23"Fallbrook Irrigation District v. Bradley" , pl55 
24"Jones v. Portland", 245 u.s. 217 (1917) 
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any municipality to establish city owned coal and fuel yards 
where the yard could be sold at cost. Portland had voted to 
do so and was going to raise necessary funds through a tax 
increase. The Court upheld the act. More important though, 
the Court took a stand as to how it planned on addressing 
the issue of public purpose. 
While the ultimate authority to deter­
mine the validity of legislation under 
the Fourteenth Amendment is rested in 
this court, local conditions are of such 
varying character that what is or is not 
a public use -in a particular State is 
manifestly a matter respecting with 
local authority, legislative and 
judicial, has peculiar facilities for 
securing accurate information. In that 
view the judgement of the highest court 
of the State upon what should be deemed 
a public use in a particular Sta�� is 
entitled to the highest respect. 
In the cases following Jones v. Portland the Court 
supported their position that it was up to the states to 
determine public purpose. The question in Green v. 
Frazier26 was whether North Dakota legislation could create 
a state industrial commission to operate several business es. 
The capital for the commission would be raised through bond 
issues backed by the full faith and credit of the State. 
The Court noted that the Fourteenth Amendment restricted the 
right to tax for public purpose. Since the people, legis­
lature and courts of North Dakota had declared these acts as 
25"Jones v. Portland", p221 
26"Green v. Frazier", 253 u.s. 233 (1920) 
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public purpose, the Court felt it was not at liberty to 
interfere unless the Federal Constitution has been violated. 
In 1937 the Court heard Carmichael v. Southern Coal & 
Coke Company.27 The Court, in a landmark decision, upheld 
the Alabama State Unemployment Compensation Act. The Act was 
based on Federal standards. The importance of the Act was 
that for the first time the relief of unemployment was 
considered a public purpose for which taxes could be levied. 
The Court stated: 
Expenditure of public funds under the 
present statute, for the relief of 
unemployment, will afford some protec­
tion to a substantial group of employ­
ees, and we cannot sa�
8
that it is not 
for a public purpose. 
The final case to reach the United States Supreme Court 
was Albritton v. City of Winona.29 Albritton was a test 
case of a Mississippi statute authorizing the issuance of 
industrial development bonds. The statute was upheld by the 
Mississippi Supreme Court and was taken to the United States 
Supreme Court by appeal. The Court dismissed the case 
citing 'Jones', 'Green', and 'Carmichael'. The Court said 
States have the power to determine what is of public purpose 
27ncarmichael v. Southern Coal and Coke Company", 301 
u.s. 495 (1937) 
28"carmichael v. Southern Coal and Coke Company", p518 
29"Albritton v. City of Winona", 303 U. S. 627 (1938) 
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( Jones & Green ) and how to at tack a pub l i c  evi l  
( Ca rmi chael ) .  
Ove r a pe r iod of sixty-three yea r s , the pos i t ion of the 
Cou r t  had r eve r sed i tself . I n  ' Topeka ' the Cou r t  did  not 
c i te any const i tut i onal rest r i c t i ons , but rather gave the i r 
rul i ng based on the i r  pe rcept ion of what gove r nment could 
do . In ' Alb r i t ton ' the Cou r t  ruled that the states k new best 
wha t cons t i tuted publ i c  pu rpose , and how a state should go 
about r emov i ng publ ic  ev i l s . 
Tennessee Enabl ing Legi slat i6n 
Ther e  a r e  three pieces of leg i s lat i on in Tennessee tha t 
enabl e the use of i ndust r ial development bonds . The 
I ndu s t r i a l  Bui ld i ng Revenue Bond Act ( 19 5 1 )  enables  mun i c i -
pa l i t i e s  to i ssue revenue bonds to pur chas e  or  cons t ruct 
i ndust r ial bui ldings . The I ndust r ia l  Bu i ld i ng Bond Act of 
19 5 5  pe rmi t s  municipa l i t i es to i ssue general obl i ga t i on 
bonds for the pu rpose of pu rcha s i ng or cons t ruct i ng i ndus-
t r ial  bu i ld i ng s . The I ndust r ial Corporat ions Act ( 19 5 7 ) 
mak es i t  poss ible for a nonprof i t  co rporat i on to i ssue 
revenue bonds , on the behalf  of a mun icipa l i ty ,  fo r the 
cons t ruct i on or  pu rchase of comme rcial fac i l i t i es . 3° The 
pu rpose of the act s  is to rel i eve unemployment and to 
promote i ndus t r i a l i zat ion in  the state . 
The re  a r e  eight sect ions of the I ndus t r ial Bu i ld i ng 
3°comme rcial faci l i t i es i nclude eve rything f r om rental 
hous i ng to heavy i ndus t r y. 
18 
Revenue Bond Act that are of major importance. 
1. Power of the Municipality - A municipality can 
construct, purchase, receive by gift, or improve 
an industrial building in the political 
subdivision or within ten miles of the 
subdivision. It can issue bonds to finance all or 
part of the acquisition, construction, or 
reconstruction of any industrial building. The 
municipality can rent or lease a facility for the 
amount sufficient to pay the principal and 
interest of the bond. It can convey in trust any 
industrial building to the holder(s) of the bonds 
or it can sell the industrial building(s). 
2 .  Exemption from State Regulation - It is not 
necessary for the state to authorize the issuance 
of a bond prior to its sale. The issuing body 
must do so within sixty days of the sale. 
3. Issuance of Bonds Authorized - The governing body 
is authorized to issue bonds for construction, 
purchase or betterment of an industrial body. The 
life of the bond can not exceed forty years. 
4. Covenants Permissible in Bonds - The covenants may 
include restrictions on rentals, maintenance of 
the structures, the right of the bond holders to 
receive payment from rents, the issuance of bonds 
to be secured by a mortgage or deed of trust, and 
other bonds may be issued to retire previous 
bonds. 
5. Bonds not General Obligation - The bonds issued 
pursuant to this act are not backed by the taxing 
power of the issuer, nor is it considered as part 
of the issuer's debt. 
6. Election Required - For a bond to be issued, three 
fourths of those voting on the issue must approve 
it. 
1. Tax Exemption of Bonds - All income derived from 
these bonds shall be exempt from all state and 
local taxes. 
8. Rentals Sufficient to Pay Bonds - Rentals shall be 
adequate to cover all principal and interest as 
well as a sinking fund. 
The Industrial Building Bond Act of 1955 is similar to 
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the I ndus t r ial Bui ld i ng Revenue Bond Act . They a r e  both 
used to f i nance the const ruct i on or  pu r chase of a faci l i ty . 
Both use r ents from the faci l i t ies to pay the pr i ncipal and 
i nt e r e s t  of the bonds. I ncome de r ived f rom both types of 
bonds i s  exempt f rom state and local taxes. Th r ee fou r ths of 
those vot i ng on an i ssue must  approve of i t  be for e i t  can be 
sold . The d i ffe rence i s  i n  the type of bond each act 
enables. The I ndu s t r ial.Bu i ld i ng Bond Act of 19 5 5  enables 
mun i c ipa l i t i es to use the i r  cred i t ,  i n  the form of gene ral 
obl i gat ion bonds , to f i nance i ndus t r ial faci l i t ies . Under 
this act a ce r t i f i cate of publ i c  pu rpose must  be presented 
to the State. Before the State w i l l  accept a cer t i f i ca t e  
ce r t a i n  cond i t i ons need to ex i s t . The cond i t i ons a r e : 
1 .  i n  the case of i ndust r ial bu i ld i ng s  the r e  should 
be suff i c i ent natural resources economi ca lly 
avai lable for the ma tu r i ty pe r iod of the bond ; 
2 .  a rat i o  of one and one ha lf  unemployed wo r k e r s  i n  
the area for each j ob c rea ted ; 
3 .  the bond debt , as author i z ed by this  act , sha l l  
not exceed t e n  pe r cent of the total assessed 
proper ty value within  the pol i t ical subdi v i s i on . 
Under the 1 9 5 5  Act the bonds a r e  secu red by rents  of the 
fac i l i t ies  and the tax ing power of the i s s u i ng body . 
The I ndus t r ial Development Corporat ion Act i s  d i f fe r ent 
f rom the prev ious acts  i n  that i t  autho r i zes  the c r ea t ion of 
nonprof i t  corpo r a t i ons for the pu rpose of i s s u i ng i ndus t r ial  
development bonds to const ruct , pur chase ,  or  rebu i ld an  
employment produci ng facility , to inc rease the  qual i ty of  
hous i ng , and/or to  cont rol pollut i on . 
2 0  
Fo r a corporation to be created , three reg i s te r ed 
vote r s  of a pol i t i cal subd i v i s i on must  mak e  an app l i cat i on 
to the gove rning body of tha t pol i t i cal subd i v i s i on . I f  the 
local governing body accepts the appl i ca t i on , a ce r t i f i ca t e  
of i nco rporat ion can b e  placed w i th the Sec retary of S tat e . 
The ce r t i f i cate mus t  include the names and addresses of the 
appl i cant s , the name of the corporat ion , proof of appl i ­
cat ion , locat ion of the corporate off ice , pu rpose of the 
co rporat ion , the numbe r of di rectors and the du r a t i on of the 
corpo ra t i on. I f  the re a r e  no i r regula r i t ies wi th the 
cer t i fi cate , the Secretary of State sha l l  approve the 
cer t i f i cate of i ncorpora t i on and the appl icants sha l l  become 
a pub l i c  corporat ion . 
The powe r s  of an indus t r ial development corporat ion a r e  
s imilar  to  those g ranted t o  municipa l i t i es by the othe r two 
acts. A corporat i on can buy , improve , lease and sell  
prope r t ies pur suant to th i s  act . The corporat ion i s  to 
a r range secu r i ty of payment of interest  and pr i ncipa l  
through r evenues genera ted b y  the project  and b y  mo r t gage of 
said pro j ects. The corporation can not pledge the tax i ng 
powe r of the pol i t i cal subdi v i s i on . A mun i cipal i ty can 
pledge i ts full  fa i th and cred i t  to a bond issued by the 
corpo rat i on . Al l mee t i ngs conducted by the corpo r a t i on mus t  
b e  opened t o  the publ ic . The corpo rat i on can i s sue bonds 
and bor row money to  ca r ry out .any of i ts powe r s . 
All bonds i ssued for proj ect s a r e  pa id by the r evenue 
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gene rated by the proj ect , except as otherwi s e  prov ided . The 
ma tu r i ty of a bond can not exceed fo r ty yea r s . Al l bonds 
a r e  secu r ed by the revenue from rents and mo r tgages or deeds 
of t ru s t . · In the case of a defau l t  the prov i s i ons for  
defau l t  will  be enforced . 
As a publ i c  corporation , i t  i s  exempt f rom all  loca l 
and state  taxes . All pro j ects that a r e  leased f r om the 
corporat ion sha l l  have i n-l i eu payments made in place of the 
fa i r  ma rket  ad valorem taxes that would be appl i cable if the 
p r o j ect was pr i vately owned . 
Tennessee Cou r t  Cases 
P r ior  to the I ndus t r ial Bui lding Revenue Bond Act was a 
pr i va t e  act that  autho r i z ed the use of gene ral obl i gat ion 
bonds i n  Lebanon , Tennessee to f i nance the con s t r uc t ion of a 
factory for a pr i vate conce r n . The pr i vate act wa s held 
uncons t i tu t ional in the case of Fer r ell v .  Doak 3 1  becaus e  i t  
fa i l ed t o  pass  the publ i c  purpose test . 
Ther e  a r e  three Tennessee Supr eme Cou r t  cases on 
i ndus t r ial r evenue bonds that a r e  of ma j o r  impor tance . The 
f i r s t  case was Hol ly v .  Ci ty of El i zabethton . 3 2  Thi s  was a 
declaratory j udgement tes t i ng the cons t i tu t iona l i ty of the 
I ndus t r ial Bu i ld i ng Revenue Bond Act . The bond i s sue i n  
3 lnFe r rell  v .  Doak " ,  275  S . W .  2 nd 2 9  ( 19 2 5 ) 
3 2 " Holly v .  C i ty of El i zabethton " ,  2 4 1  S . W .  2 nd 1 0 0 1  
( 1 9 5 1 ) 
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que s t ion was a 4 , 0 0 0 , 0 0 0  dol la r i ssue to be used to pu r cha se 
a s i te and cons t ruct a bu ilding for Text ron I nc . Two a r eas  
o f  the  Act  wer e  exami ned for cons t i tu t ionali ty . The f i r s t  
one concer ned whether the Act autho r i z ed a mun icipal i ty to 
extend c r ed i t  for a pr ivate purpose ( ci t ing Fe r r e l l  v .  
Doak ) .  The second question was whether the Act purpo r t ed to 
autho r i z e  a mun ic ipa l i ty to extend c r ed i t  to a pr i va t e  
conc e r n  wi thout approva l of three-fou r ths of t h e  vot e r s  
voti ng on t h i s  i ssue . The Cour t ' s  answer to the f i r s t  
ques t ion was tha t a l l  of the bonds i s sued stated tha t  the 
holde r had no legal r ight to compel the municipa l i ty to use 
i t s  tax i ng powe r s  for the payments  of any pa r t  of sa id 
bonds . The bonds we re  not an i ndebtedness of the muni c i -
pal i ty w i t h i n  the mean ing o f  any cons t i tut ional o r  statutory 
prov i s ion , so Fe r r ell v .  Doak did not  hold i n  this  cas e . I n  
r esponse t o  the second quest ion , the cou r t  stated tha t  i t  
was not pe r t i nent s i nce the r e  was a vote  o n  the i s sue tha t 
pas sed . 3 3  
McConnell  v .  C i ty o f  Lebanon3 4  was also a case for 
wh ich a decla ratory j udgement was sought . The case i nvolved 
a bond i s sue of 350 , 0 0 0  dolla r s  for the cons t ruct ion of a 
manufactu r i ng faci l i ty for Ha r tman Luggage Company . The 
pla i n t i f f  in the case cla imed that the I ndus t r ial Bu i ld i ng 
3 3 "Holly v .  C i ty of Eli zabethton " pl 0 0 3  
3 4 " McConnell v .  C i ty o f  Lebanon " ,  3 1 4  s.w. 2nd 1 2  
( 1 9 5 8 ) 
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Bond Act of 1 9 5 5  violated Ar t icle 2 ,  sect i on 2 9  o f  the 
Tennessee Code whi ch states : 
Count ies a�d inco rpora ted towns have the 
autho r i ty to impose taxes for County and 
Corpo rat ion pu rposes respect i vely • • •  the 
cred i t  of no County or  Corporation shall 
be g i ven o r  loaned to any pe r son , 
company , assoc iat ion or  corporat ion 
except up�g an elect ion with 3/4 
approval . 
The Tennessee Supr eme Cou r t  ruled aga inst  the pla i nt i f f . I n  
the i r  opin ion the Cou r t  sta ted that because o f  mechan i za t ion 
of ag r iculture , count ry people are forced to move to the 
c i t ies  and to the i ndus t r ia l i z ed nor th i n  sea r ch of employ­
ment . The i ssuance of bonds unde r the 1 9 5 5  Act was fo r the 
pu rpose of a t t ract i ng i ndu s t r y  to a r eas  wi th a labor 
su rplus . Providing j obs for one•s r es i dence was a corpo r a� e 
pu rpose and thus not a viola t i on of Ar t icle 2 ,  sec t ion 2 9 . 
The case of West  v .  I ndustr ial Development Boa rd of 
Nashv i l l e3 6  was a f r i endly act ion tes t i ng the r ights o f  the 
compla i nant to execute a cer ta i n  lease ag reement w i th the 
defendant unde r the I ndus t r ial Development Corpo r a t ion Act . 
The compla i nant cla imed that the Act violated sect ions 1 7 , 
2 8  and 2 9  of Ar t i cle 2 of the Cons t i tut ion of the State of 
Tennessee . 
Sec t ion 17  pe rtai ned to the leg islat i ve i ntent and 
3 511McConnel l  v .  C i ty o f  Lebanon .. , pl 4 
3 6nwes t  v .  I ndus t r ial Development Board of Nashvi l l e  .. , 
3 3 2  s . w .  2 nd 2 0 1  ( 19 6 0 ) 
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purpos e  of the Ac t . The Court ru led that " all part s of  the 
act we re ge rmane to the ob j ect ·and purpo se of t he act , 
t he re fore the act was not broader than i t s  in tent and i s  no t 
uncons t i tu t i onal . " 3 7  
The que s t ion o f  taxat i on was rai s ed in t h e  ca se o f  
sect i on 2 8 .  Th i s  sec t ion requ i res al l property , wi th the 
excep t i o n  of exempt property , to be taxe d .  The Court held 
that s i nce t he prope rt y was owned by the c i ty , it wa s not 
subj ect to t ax at i on . The Cou rt al so rul ed that deve lopment 
corporat ions we re i ns t ruments of mun i c ipal i t i es and shou l d  
be ent i t led to t h e  same exempt ions as mun i c ipal i t i es unde r 
Art i cle 2 ,  sect ion 2 8 . 
The complai nant claimed tha t the Ac t di d not prov ide 
for a re ferendum vo te on bonds i ssued pu rsuant to the Act . 
The Cou rt ru led that. s i nce the full f ai th and credi t  of  the 
mun i c ipal i ty was not back i ng the bonds , a referendum vo te 
was a moot po i n t , and thus sect ion 2 9  was not v i ola t e d . 3 8  
Type s and Uses 
An i ndus t rial development bond ca n t ak e  the form of  
e i ther a general obl igat i on bond or a revenue bond . A 
gene ral obl iga t i on bond i s  a bond i s sued by a mun i cipa l i t y 
or a s t at e  to bui l d  or acqu i re propert i e s for the pu rpo se o f  
p 2 0 1  
p 2 0 1  
3 7 "we s t  v .  I ndust ri al Development Board o f  Na shvi l l e ", 
3 8nwe s t  v .  I ndu s t ri a l  Developme nt Boa rd of  Na shv i l l e " , 
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generat i ng employment . The i s s u i ng body prom i s e s  the 
repaymen t of the bond with the full fai t h and credi t of the 
mun i c i pal i ty or s t ate as we l l  as the ren t s  f rom the pro j e ct . 
The mun i c ipal i t y ' s debt l imi t i s  res t ri c ted by the s t at e . 
The l imi t i s  usually a percentage of the value of  t axable 
p rope rt i e s  wi thin the j u ri sdi c t ion of  the mun i c ipal i t y . A 
s t ate ' s debt i s  l im i t e d  by ei ther i t s cons t i tut ion or by 
s t atu t e . The debt i ncurre d by i s su i ng a gene ral obl igat i on 
bond is cons i de red part of the overall debt of  the i s s u i ng 
body . 
Revenue bonds are i s sued by a mun i c ipal i ty , s t ate or a 
nonprof i t  corpo rat ion that i s  operat ing wi th the approval of  
t he s t at e  or muni c ipal i ty .  Revenue bonds are i s s u e d  t o  
bu i l d or acqu i re propert ie s f o r  t h e  pu rpose of  generat ing 
employment . The bonds are not back ed by the f u l l  fai th and 
credi t of  a mu ni cipal i ty or s t ate . They are bac k e d  by the 
i ncome generated by the pro j ect . 
There are several ways indus tri al developme nt bon d 
f i nanc i ng can be ar r anged . Whe r e  a gove r nme n t al body owns 
t he property i n  que s t ion , i t  can enter i n to e i t h e r  a l e as i ng 
or s e l l i ng arrangement w i t h  a corporat ion . Unde r  the lease 
agreement , the i s suer of the bond leases the fac i l i t y to a 
corpo rat ion . The corporat ion wou l d  have the opt i on to 
purchase the fac i l i ty at the end of the ren t al period at a 
nomi nal cos t . Unde r  a sales agreement , a corporat ion 
purchases t he prope rty with the proceeds f rom the sale of  
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the bonds . When the gover nmental body does not own the 
prope r ty , it can enter i nto a lease - lease back ag reement 
o r  a loan agreement . I n  a lease - lease back agr eement the 
gove r nmental body i ssues bonds for the pu rchase or cons t rue-
t ion of a faci l i ty .  The corporat ion leases the fac i l i ty to 
the gove r nmental body and the gove rnmental body leases i t  
back t o  the corporat ion . Th i s  a r rangement provides the 
corporat ion wi th low cos t  f i nanc i ng , interest  whi ch i s  
deduct i ble o n  fede ral i ncome taxes and lease payments wh i ch 
a r e  cons ide r ed a cost of doi ng bus i ness and a r e  a l so 
deduct ible . Unde r a loan agr eement the gove rnmental body 
loans the corporat ion the proceeds f rom the sale of the 
bonds . Under this ag reement only the interest  is tax 
deduc t ible . 3 9  
Each state i s  di ffe rent i n  the way i t  pe rmi ts  i ndus-
t r ial  development bonds to be  used . P i nsky catego r i z ed 
s tates ' plans for using indust r ial  development bonds i nto 
fou r gene ra l  models . 4 0  
The Mi s s i s s ippi Plan : Municipally Owned 
Plants Fi nanced by General Obl igat ion 
Bonds . Under thi s plan , any munic ipal­
i ty may i ssue gene ral obl igat ion bonds 
i f  ( 1 ) the prog r am is approved by a vote  
of the  communi ty ' s  electorate , ( 2 ) an  
3 9 " J . C .  Gray and D . A .  Spi na , " State and Local Locat i on 
I ncent ives - A  Well  Stocked Candy Store " ,  Jour nal of 
Corporat ion Law , Vol . 5 ,  p535 , ( 19 8 0 ) 
4 0o . A .  P i nsky , " State Cons t i tu t ional Limi ta t i ons on 
Publ i c  I ndus t r ial Financ i ng : An Hi s tor i cal and Economic 
Approach " ,  111 U.  of Pa . L . R .  2 6 6 , ( 19 6 3 ) 
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appropr iate s tate agency ce r t i f ies the 
c i ty as hav i ng suf f i c i ent na tural 
r esou r ces and labor to suppo r t  the 
proposed indus t ry ,  and ( 3 )  this agency 
f i nds that the proj ect promotes the 
economic goals of the enabling s tatute . 
Such a plan places the center  of 
i n i t ia� ion and cont rol at  the local 
level . 
The Kentucky Plan : Munic ipally Owned 
Plants Financed by Revenue ·Bonds . Af ter  
1946 , a number o f  s tates , act i ng on the 
Mi s s i s s ippi example ,  enacted s ta tutes 
author i z i ng the mun icipal i ty to i s sue 
revenue bonds . The ove rall plan i s  very 
s imi lar  to the one di scus sed above . The 
pr ima r y  dist inctions between thi s plan 
and the ear l i er  Mi s s i s s ippi plan a r e  ( 1 ) 
the shi f t  i n  the burden o f  r epayment 
f rom the full fa i th and c r edi t o f  the 
c i ty to the tenant , and ( 2 ) the lack of 
any cent ral au tho r i ty requi r ed to 
examine the f i nancial soundness  of the 
proposed scheme . A sub-class i f icat ion 
of this  approach has been ident i f ied 
among those states whi ch inse r t  a publ i c  
corporat ion or autho r i ty between the 
municipa l i ty and the i ndus t ry . I t  i s  
the publ i c  autho r i ty that issues the 
bonds , cons t ructs th!
2
faci l i t ies , and 
leases the premi ses . 
The Pennsylvania Plan : Second Mor tgage 
Loans Fi nanced by Cu r rent Taxat ion . 
Those s tates ut i l i z ing thi s plan 
autho r i ze a local non-prof i t  i ndus t r ial 
development corporation to const ruct a 
plant for long term lease to an i ndus­
t ry .  The development corporat ion 
f i nances the ope rat ion by secu r i ng a 
f i r s t  mor tgage of 50 % from commer cial 
sou r ces , a second mor tgage of 30%  f r om 
the State I ndus t r i al Development 
Au tho r i ty ( whi ch i s  f i nanced by appro­
pr iations f rom cu r r ent s tate revenues ) ,  
4 1P i nsky , pp2 6 6 - 2 6 8  
4 2Pinsky , pp2 6 6 - 2 6 8  
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and by sale of �ecu r i t ies fo r the 
r emain ing 2 0 % . 4 
The New England Plan : Sta te  I nsurance of 
F i r s t  Mo r tgages . As with the Pennsyl­
vania plan , a local non-prof i t  develop­
ment co rporation bu i lds and leases the 
fac i l i t ies  i n  thi s approach o r i g i na t i ng 
with a few New England states . The 
cons t ruct ion is generally f i nanced by 
loans f rom pr ivate inves to r s  secu r ed by 
long-term mor tgages cove r i ng up to 9 0 %  
o f  the cost . The prog r am is  insu red �4 
the pledge of the state ' s  own c r edi t . 
These models would indicate that no r the rn states  
encou raged the use of convent ional i nves tment sou rces , wh i l e  
prov iding gua r antees for the loans . Sou the rn s tates , on the 
other hand , created new sou r ces for i nvestment funds . Th i s  
could have been due i n  pa r t  t o  the shor tage o f  inves tment 
funds i n  the reg ion before and after Wor ld Wa r I I . 
I n i t ially , i ndus t r ial development bonds we r e  used to 
f i nance the cons t ruct ion of manufactur i ng faci l i t i e s  dur ing 
the Great Depress ion . Pr esent ly , the use of i ndu s t r ial  
development bonds i s  as va r i ed as the re  a r e  types of  
development . The ma jor  inf luence upon the  uses that s tates  
pe rmi t i s  sect ion 103  of the I nte rnal Revenue Code . I n  the 
I nt e r nal Revenue Code indu s t r ial development bonds a r e  
descr ibed as  a n  obl igat ion whi ch is  used d i r ectly o r  
4 3P i nsky , pp2 6 6- 2 6 8  
4 4P i nsky , p2 6 8  
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i nd i r ec t ly i n  any t rade or  bus i ness . 45 Mor e  spec i f i ca l ly , 
the I nte rnal Revenue Code permi ts  i ndus t r ial  development 
bonds to be used to develop res iden t i a l  rental prope r t ies , 
r e ta i l  and wholesale faci l i t ies , wa r ehouses , spo r t  fac i l-
i t i es , convent i on fac i l i t ies , t ranspo r ta t i on faci l i t ies , 
pol l u t i on cont rol fac i l i t i es and manufactu r i ng fac i l i t i es . 
Southe r n  s tates a r e  less res t r ict ive than nor the r n  
s tates i n  t h e  types o f  uses that indus t r ia l  development 
bonds can be used for . Tennessee pe rmi t s  i ndu s t r ial  
development bonds to f i nance nea r ly eve ryth i ng bu t s i ng l e  
family dwe l l i ngs . 4 6  Mi nnesota does n o t  pe rmi t i ndus t r ia l  
development bonds t o  b e  used f o r  hou s i ng or  fo r prope r ty 
that wou ld be sold ( specu lat i ve prope r t ies ) . 4 7  Mas s ­
achuse t t s  o n l y  i s sues bonds f o r  i ndus tr ial conce r ns . 4 8  
I ssues 
The use of i ndus t r ia l  development bonds has always been 
a cont r ove r s ial topic . I n  1 9 6 3 , the Adv isory Commi s s i on on 
4 5I nt e r nal Revenue Code 1 9 8 1 , sect ion 1 03 ( b) ( 2) ( A) 
4 6All three pieces of Tennessee enabl i ng leg i s la t ion 
prohibi t the use of i ndus t r ial development bonds for  thi s 
pu rpose . 
4 7 " I ndust r ial Development Bonds : A P r oposal for 
Re form" , 65 Mi nnesota Law Revi ew , ( 1 9 8 1 ) p9 6 3  
4 8 " I ndu s t r ial Development o f  C i t ies and Towns " ,  
Annotated Laws of Massachusetts , Mas sachusetts  I ndus t r ial  
Finance Agency , 1 9 7 3 , Chapte r 4 0D sect ion 1 2  
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I nt e r gove r nmental Relat ions made recommendat ions to control  
abuses of i ndus t r ial development bond f i nancing . 4 9  Th i s  is  
not  to  say  that there  a r e  not  st rong advoca tes o f  i ndus t r ia l  
development bonds . Senator Al fonse D 'Amato ( R-NY) told the 
Senate Finance Commi ttee : 
Wi th today ' s  con t inued high interest  
rates , sma l l  bus inesses cannot thr ive or  
even survive , wi thout the low cos t  
f i nanc i ng made ava i lable throgah 
i ndus t r ial development bonds . 
Even w i th such suppo r t , small  bus inesses s t i l l  have 
problems wi th access to i ndus t r ial development bonds . I f  
the bonds a r e  gene ral obl igat ion bonds , the i s s u i ng body may 
not wish to take the r i sk  of f inancing a new or  sma l l  f i rm 
tha t  has no proven t rack record . A default  on bond payments  
would leave the  issu i ng body the respons ibi l i ty of r e t i r i ng 
the debt . I f  the bonds issued are  revenue bonds , i nves tors  
may be unw i l l i ng to r i sk the i r  capi tal with unproven f i rms 
unless a very high return can be pr omi sed . Many sma l l  
bus i nesses c a n  not afford to pledge this k i nd of retu r n . 
Revenue bonds a r e  best sui ted to la rge f i rms wi th good 
c r ed i t  r a t i ngs . The bet ter  the cred i t  rat i ng of the f i rm 
r eceiv i ng the i ndus tr ial development bond , the lower the 
interest  rate wi l l  be . This  i s  because the bond is actual ly 
4 9Advi sory Commi ss ion on I nte rgover nmental Relat ions , 
I ndust r ia l  Development Bond Financ i ng A-1 8 , Washi ngton , 
D.C. , 1963 
SOFessler , p6 7 3  
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sol d on the credi t  rat ing of the f i rm .  Large f i rms rece i v­
i ng i ndus t ri al development bonds i nclude Goodyear T i re and 
Rubbe r Company , McDonal d ' s an d K-Mart . Sl 
Five mai n is sues are repeat edly re f e rred to i n  the 
l i t eratu re . They are the appropri ateness of prov i di ng 
subs i di e s  to private bus i nesses , f i scal impacts , e f fec-
t ivenes s i n  bri ng i ng abou t econom i c  development , cos ts to 
mun i c i pal i t i es and the cri t eri a  for i s s u i ng the bonds . 
Proponent s and opponen ts agree that i ndus t ri al develop-
ment bonds are a subs i dy to indus t ry . Howeve r ,  they are no t 
the only subs i dy that indus t ry rece i ves f rom the gov e rnment . 
Other subs i di e s  i nclude pri ce supports , governme nt pu rchas e  
of  exce s s  goods , dome s t i c  product i on of goods purchas e d  w i t h  
f e deral funds , low cos t loans and tax i ncen t i ves . 
The i ssue of the ef fect indu st ri al development bonds 
have on federal t axes is hot ly de bated.  The Secret ary of 
the Treasury e s t imat ed that the federal governme nt wou l d  
lose ove r 1 , 6 0 0 , 0 0 0 , 0 0 0  doll ars i n  tax revenues i n  f i scal 
yea r 1 9 8 2 . 5 2  Othe r s  have a r g ued t ha t  the loss i n  r e venue i s  
neg l i g i bl e . I f  there i s  a 6 %  i n te rest rate , a 3 0 %  marg i n al 
S lRobe rt J .  Samuel son , " I ndus t ri al Revenue Bonds -
Economic Boon or Publ i c  Ripo f f ? " ,  Nat i onal Jou rnal , 
Was h i ng t on , D . C . , Government Re search Corp . , Oct 1 8 , 1 9 8 0 , 
pl7 5 0 . I n  1 9 7 9 , McDonal d ' s f i nanced 5 2  re s t au rants i n  Oh io 
and Pennsylvan i a  wi th 20 . 2  mi l l ion dol l ars i n  i ndu s t ri al 
development bonds . I n  1 9 8 0 , K-Mart f i nanced 3 1  �tores wi th 
7 7 . 5  mi l l ion dol lars i n  i ndus tri al development bon ds . 
5 2 Fes s ler,  p6 7 2  
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tax rate  and 1 , 2 0 0 , 0 0 0 , 0 0 0  dollars  i n  outs tand i ng i ndus­
t r ial development bonds , the tax loss to the f ede ral 
gove r nment would equal 2 1 , 0 0 0 , 0 0 0  dol la r s . Tha t  would be 
equal to 3/1 0 0 0  of 1% of all  corporate and i ndividua l taxes 
col lected i n  1 9 65 . 53 It i s  not clea r  that as interest  rates 
and the volumes of bonds i ncrease , the impac t  on the f ede ral 
gov e r nment i s  any g r eate r . Some proponents o f  i ndus t r i a l  
development bonds claim that the i ncreased taxes d u e  to  the 
new employment gene rated offset any losses the federal  
gove r nment i ncu r s  due to the  tax  exempt status of the  bonds . 
The e f fect iveness of i ndus t r ial development bonds 
depends on what measure of ef fectivenes s i s  used . Most  
enabling l eg i s lat ion descr ibes the  pu rpose of i ndust r i a l  
development bonds as the ' al l eviat ion of unemployment . '  Two 
measures  of this  a r e  the creation of j obs in gene r a l , a nd 
t he alleviat ion of unemployment i n  ce r t a i n  soc io-economi c 
g roups and geog raphic  a r eas ( ta rgeting ) . One quest ion 
r a i s ed i s  whether i ndus t r ial development bonds are necessary 
t o  a t t ract a bus i ness t o  an a r ea . I n  a s tudy o f  2 6  com-
pan i es loca ted in eight southe r n  and mid-we s t e r n  s tates , 2 0  
o f  those f i rms would not have expanded wi thout i ndus t r ial 
53vi ncent P .  Api lado , " An Apprai sal of I ndus t r ial Aid 
Financ i ng " , Municipal Finance , Washi ngton , D . C . , Mun i cipa l  
F i nance Of f i ce r s  Association of the U . S .  and Canada , May 
196 8 , pl51 
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development f i nanc i ng . 54 I n  a 1 9 6 1  study of 5 , 0 0 0  f i rms , 
the t radi t ional ma rket  forces of labo r and raw ma t e r ials 
we r e  the most  impor tant factors i nf luenc i ng locat ion . 55 
F i nancial aid  was on the bot tom of the l i s t  of r easons for  a 
f i rm loca t i ng i n  a pa r t i cular communi ty . A 1 9 8 0  s t udy f r om 
the Joi nt Center for Urban Studies concluded that by u s i ng 
i ndu s t r ial development bonds , gove r nments a r e  r ewa r d i ng 
f i rms for doi ng wha t they would normally do . 56 
The second measu r e  of effect iveness is ta rget i ng . Are 
i ndus t r ial  development bonds used i n  the a r eas of highe s t  
unemploymen t ?  A r e  the j obs created the type that would help 
the mos t  d i s t r essed segments of the popula t i on?  These 
que s t ions we re  rai sed i n  a 1 9 8 2  s tudy of the Ohi o  i ndus t r ia l  
development bond prog ram . 57 Thi s  study concluded that those 
count i es hav i ng the highes t  unemployment rates did  not use 
i ndus t r ial development bonds . The repo r t  also exami ned two 
urba n  count i es to determi ne the types of j obs c r eated . The 
results  showed that the j obs crea ted we re  not targe ted to  
54Alan B .  Lechne r ,  I ndust r ial Aid Financ i ng ,  New Yor k , 
Goodbody and Company , 1 9 6 5 , p51 
55A . Be rgan and B .  Egan , " Economic Growth and Commun i ty 
Fac i l i t i es " , Munic ipa l  Finance , 19 6 1 ,  Vol . 3 3 , p1 4 6  
56Fess l e r , p6 7 4  
57T . A .  Pasca rel la and R . D .  Raymond , " Buying Bonds For 
Bus i ness " ,  Urban Affa i r s  Qua r te r ly ,  Beve r ly Hi l l s , Cal i fo r ­
nia , Sage Publ i cations , Septembe r 1 9 8 2 , p7 8 
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the lowe r i ncome sector of the populat ion . 58 
Cos ts  to a municipal i ty can i nc r ease through add i t ional 
operat i ng cos t s , i nfrast ructu r e  cos t s  and through i nc r eased 
i n t e r e s t  rates . I t  i s  under s tood that add i t i onal develop-
ment w i l l  i ncrease ope r a t i ng cos� s of a mun i c ipal i ty . I n  
many i ns tances , cos ts can not b e  a s s igneQ t o  a spec i f i c  
development . 
Opponents of i ndus t r ial development bonds cla im tha t  i n  
many cases a development wi ll  i ncrease i nf rast ruc t u r e  cos t s , 
e i the r d i r ectly or  i nd i rectly . An ext r eme case of i nc r eased 
i nf r a s t r uctu r e  cos ts  i s  tha t  o f  Lew i spo r t , Kentuck y . 
Lewispo r t  was a town of 6 4 0  people before  the town i s sued 
bonds to  bui ld a new alumi num mi ll . The i nf r a s t ructu r e  
could not handle the i ncreased demand placed upon i t  due t o  
the i nflux of new wor ke r s . The i ssuance of 50 , 0 0 0 , 0 0 0  
dolla r s  i n  bonds for the mi ll  made i t  d i f f i cul t t o  secu re  
add i t i onal fund i ng . The town had to increase the  i nt e r e s t  
rate  on i ts bonds to att ract investo r s . 59 
The use of i ndu s t r ial development bonds has increased 
d r ama t i cally over  the last 30 yea r s . I n  1 952 , 8 , 8 0 0 , 0 0 0  
58Pasca r ella , p8 3 
59Richa rd w. Cosby , " Financing I ndus t r ial Development 
wi th Muni c ipal Revenue Bonds " ,  Law Forum , Summe r 1 9 6 7 , p3 35 
35 
dol l a r s  i n  bonds we re  issued . 6 0  By 19 6 8 , the volume of 
i ndu s t r ial development bonds na t ionwide had i nc r eased to 
1 , 50 0 , 0 0 0 , 0 0 0  dolla r s . 6 1  A Congress ional Budget Of f i ce 
est ima t e  of the 19 8 0  i ndu s t r ial development bond volume was 
placed at  8 , 4 0 0 , 0 0 0 , 0 0 0  dolla r s . 6 2  I n  3 0  yea r s , the volume 
of i ndus t r ial development bonds i nc r eased nea r ly 1 , 0 0 0  
t imes . 
Some opponents to indus t r ial development bonds claim 
that wi th a l imi ted demand for munic ipa l  bonds , the highe r 
yi elding i ndu s t r ial development bonds have crowded out the 
lower yielding capi tal improvement bonds of c i t ies , s tates , 
count ies  and special d i s t r ict s . The int roduct ion of 
i ndu s t r ial development bonds i nto the muni cipal bond ma r ket  
did  not  c r ea t e  the imbalance i n  the bond ma rket , but me rely  
agg ravat ed the  cond i t ion . 6 3  One ef fect of thi s  cond i t ion is  
higher interest  ra tes . The Municipal Finance Of f i ce r s  
Associat ion ( MFOA ) est imated that  each 1 , 0 0 0 , 0 0 0 , 0 0 0  dol la r s  
of indu s t r ial development bonds rai sed mun ic ipal bond 
i nt e r e s t  rates by three to f i ve bas i s  po i nt s . As a r e s u l t 
6 0 susan R .  Robi nson , " I ndus t r ial Development Bonds : 
They ' re Not What They Used To Be " , Bus i ness Review , Ph i la ­
delph i a , Pennsylvania , Fede ral Rese rve Boa r d , Ma r ch 19 6 9 , p4 
6 1Robi nson , p4 
6 2Fess l e r , p67 2 
63Robi nson , p6 
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o f  the bonds i s sued i n  1 9 8 1 , ci ty and s tate i n t e re s t  
payme nts cou l d  b e  approx ima t ely two to three b i l l i on do l l ars 
h i gher by 1 9 9 3 . 6 4  
Mos t  s t a t e  and loca l governme nts are not very s e l ect i ve 
when i t  come s to prov i di ng i ndu s t ri a l  deve lopment bond 
f i nanci ng . Some areas use the broad language of  the 
enabl i ng leg i s lat ion as the i r  only cri te ri a in i s s u i ng the 
bonds . 6 5 The cri te ria used i n  Mich i gan i s  typi ca l  of wha t 
many s tates use . The cri t eria i s : 
1 .  the bonds mu st conform to the enabl i ng leg i s l a t ion 
2 .  re ntal or lease revenue mu st be s u f f i c i e nt to 
cove r i n t e rest and principal payments of the bonds 
3 .  the amoun t  of  the i s s�g i s  su f f i c i e nt for the 
proposed development . 
Ma i ne i s  more aggress ive i n  regulat i ng the u s e  of the 
bonds than ma ny sta tes . The regu la t i ng bo dy i n  Ma ine is the 
Ma i ne Guarantee Au thori ty . The cri teria by wh i ch a deve lop-
ment seek i ng f i nanc i ng is mea sured aga i ns t  i s : 
1. The pro j ect will  ma ke a s igni f i cant 
contri but ion to the economic g rowt h to 
the s tate ; 
2 .  The pro j ect w i l l  no t crea t e  a compe t i t ­
ive advantage to any pa rty to a con t ract 
ent ered i nto by any mun i c i pal i ty unde r  
6 4Fes s l er , p6 7 4  
6 5Knox Cou nty uses the broad language of  the Tennessee 
enabl i ng leg i slat ion as i t s cri te ria . 
6 6Mich i gan Statu tes Annotated,  Vol . 4 6 , T i t le 5 s ec t ion 
3 5 3 3  ( 3 3 )  
3 7  
thi s chapter or subs tantial  de t r iment to 
exi s t i ng i ndus t r y ; 
3 .  Adequa te prov i s i ons a r e  be i ng made to 
meet any increased demand upon publ i c  
faci l i t ies tha t might r esult f rom such 
proj ects ; and 
4 .  I n  cases whe re i t  i s  proposed to 
r elocate an i ndust r ial • • •  fac i l i ty in the 
s tate , ther e  i s  a clea r economic 
j u s t i f i ca t i on for such relocat ion . 67  
I n  addi t i on to complyi ng wi th the  statute , The Author i ty may 
d i sapprove a bond i ssue i f  i t  thinks that the mun i c i pa l i ty 
i s  ove r extendi ng i t self . 6 8  I n  the cases of Michigan and 
Ma i ne ,  the c r i t e r i a  was set by s tatute . Unof f i c i a l  c r i te r ia 
or  guidel i nes may be used to aid  publ i c  off i cials  i n  the 
i ssuance of i ndu s t r ial development bonds . 
I n  19 6 8 , the c i ty of Wichi ta , Kansas adopted an 
unof f i c ial  c r i ter ia aga i nst  whi ch f i rms seek i ng i ndust r ia l  
development bond f i nanci ng a r e  measured . The cr i te r i a  i s : 
1 .  F i nancial Respons ibi l i ty - The tenan t  
i ndu s t r y  should b e  one wi th subs tant ial 
proven f i nancial respons i bi l i ty . 
2 .  Type of Tenant I ndustry  - The nature  of 
the tenant ' s  bus i ness should be such 
that  its es tabl i shment or expans ion w i l l  
g i ve measurable growth t o  the commun­
i ty ' s  economi c base . 
3 .  Nat u r e  of Improvements to be Fi nanced -
Mos t  pro j ects  should be res t r i cted to 
6 7Ma i ne Revi sed Statues Annotated , Vol . 1 4A ,  Ti t l e  3 0  
sec t ion 5 3 2 8  
6 8wi ll iam L .  May Jr . ,  " I ndus t r ial  Bonds " ,  Bos t on 
Col l ege I ndust r ial and Commer c ial Law Revi ew ,  Bos ton , Mas s . ,  
Bos ton Col lege , 19 6 6 , p7 0 0  
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those i n  whi ch land and real improve­
ments only a r e  to be f i nanced f rom the 
bond fund . 
4 .  Ma rket i ng of the Bond - S i nce the C i ty ' s  
f i nancial reputat ion can be af fected , i t  
would not be wise t o  attempt t o  offer  
bonds that could not  be  successfully 
ma rketed . Some k i nd of showing shoul d  
b e  made that a n  i nvest igat ion has been 
made by the tenant to obtain  conven­
t ional f i nanc i ng . Pu rchase of all  o r  
any pa r t  o f  the bonds b y  the tenant 
should not be allowed . 
5 .  Measu re  of Economi c Growth and Bene f i ts­
The tenant should be  one wi th a subs tan­
t ial par t  of i t s  products be ing expo r ted 
f rom the Wichi ta a r ea . The proj ect 
should be one that subs tant ially 
increases the numbe r of j obs i n  the 
communi ty , pa r t i cularly in the s k i l l s  
and f i e lg� whi ch have a surplus o f  
work e r s . 
Summa r y  
The regulat ion o f  indus t r ial development bonds at  the 
fede ral level has been led by the Supreme Cou r t  and the 
Execut i ve Branch . The Cour t  f i r s t  ruled i n  favor of 
i ndus t r ial development bonds in 18 9 6 . The Cou r t  found the 
uses of i ndust r ia l  development bonds permi s s i bl e  if the 
s t�te  supreme cou r t  ruled i n  favor of the use and if the 
i s suance of said bonds did not violate the Uni ted S tates  
Cons t i tut ion . 
The I n t e r nal Revenue Se rv ice was r espons ible for the 
development of state leg i slation enab l i ng the use of 
6 9oon E .  Ande r son , "Wichi ta ' s  I ndus t r ial  Aid F i nanc i ng 
Cr i te r i a " , Municipal Finance , Washi ngton , D . C . , M . F . O . A . , 
May 19 6 8 , pl65 
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i ndu s t r ial development bonds . S tates would submi t · pi eces of 
leg i s lat i on to get the IRS ' s  rul i ng on the tax exempt status 
of the bonds i s sued unde r said leg i s lat ion . 
I n  19 6 8 , the Treasu ry Depa r tment proposed regulat i ons 
tha t  would remove the tax exempt s tatus of i ndus t r ial  
development bonds . Cong ress c i rcumvented these regulat i ons 
by pas s i ng l eg i s la t i on tha t r est r icted the use of i ndus t r ial  
developmen t  bonds . Al so i n  19 6 8 , the  Secu r i t ies  and 
Exchange Commi ss ion placed res t r ict i ons on the sale of 
i ndust r ial development bonds . Thi s  was sho r t  l ived because 
i n  19 7 0 , Cong ress  exempted the sale  of i ndust r ia l  develop­
ment bonds f rom the SEC ' s  rul ing . Between 19 7 0  and 19 7 5 ,  
the SEC had uncove r ed an increa s i ng amount of i r r egula r i t i es 
in the sale of i ndust r ial development bonds . Cong ress  
passed an act i n  19 7 5  requ i r i ng all  municipal secu r i ty 
deale r s  to r eg i ster  wi th the SEC . The SEC deni ed reg i s­
t ra t i on to any deale r  convicted of a misdemeano r o r  felony 
in conj unct ion wi th the sale of municipal secu r i t i es . 
The Ca r te r  Admi n i s t rat i on wanted to l imi t the use of 
i ndus t r ial development bonds to ' di s t res sed a r es • but 
cong r ess  would not cooperate . I n  19 8 2 , the Reagan Admini s ­
t ra t ion was able t o  r es t r ict the u s e  o f  i ndus t r ial develop­
ment bonds . The 19 8 2  leg i s lat ion placed a termina t i on da te  
of Decembe r  1 ,  19 8 6  on the tax  exempt s tatus of i ndus t r ia l  
development bonds . 
Tennessee has three pieces of i ndus t r ial development 
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bond enab l i ng leg i slat i on . The leg i sl at ion enables the 
i ssuance of revenue bonds,  general obl igat i on bonds an d the 
creat i on of local indust ri al de velopment boards . Al l 
leg i sl at i on was test ed in the Tennessee Supreme Court . The 
general ob l i gat ion bonds are backed by the t ax i ng power of  
the i ssu i ng body . Revenue bonds are backed only by the 
revenues generat ed by the developme n t . 
The southern st at es have been less re st ri c t i ve i n  the 
u se of i n dust ri al deve lopment bonds than have northern 
st at e s .  Southern st at es are more wi l l i ng to prov i de di rect 
f i nancing to a developme nt and they are less se lect ive i n  
the type s o f  development they f i nance . Northern st ates tend 
t o  prov ide more indi rect f i n anc ing through channe l s  such as 
loan gu arantee s .  
The major i ssu es deal i ng wi th i ndustri al deve lopmen t  
bonds have been the cost s t o  gove rnmen t s  i n  the u se of t hese 
bonds . Some opponents claim that t he fede ral gove rnme nt i s  
losi ng a g reat de al o f  income t ax revenue due t o  the bonds ' 
t ax exempt st at u s .  Others claim that t h i s  los t revenue i s  
made up i n  i ncreased i ncome t ax revenues o f  t hose employed 
i n  the new deve lopmen t .  Opponen t s  al so c i t e  the higher 
i n t e rest cos t s  local governme nt s have to pay on cap i t al 
imp rovemen t  bonds due to the ' crowdi ng out ' e f f ec t  that 
i ndust ri al deve lopment bonds have i n  the muni cipal bond 
mark e t . 
Chapter I I I  prov i de s  background informat ion on the 
4 1  
Industrial Devel opment Board of K nox County. I t  al so 
rev iews the process used in Knox County rel ating to the 
issuance of industrial devel opment bonds. 
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CHAPTER I I I  
INDUSTRIAL DEVELOPMENT BONDS I N  KNOX COUNTY 
The I ndus t ri al Development Board of the County of Knox , 
Tenne ssee is  a non-prof i t  corporat ion e s t abl i shed an d 
ope rated pursuant to sect ion 7 - 5 3 of  the Tennes see Code 
Annot at e d .  The Board was recorde d as a publ i c  corporat i o n 
July 1 8 , 1 9 6 6 . For the period of October 1 9 6 6  through 
Augu s t  1 9 8 1  the I n du s t ri al Deve lopment Board of the Coun ty 
of Knox i s sued over 1 5 7 , 0 0 0 , 0 0 0  dol l ars in revenue bonds . 
The i s sue types for that period were manuf acturi ng ( 3 1 . 7 % o f  
al l i s sues ) ,  of f i ce bu i l di ngs ( 2 0 % ) , re t ai l  ( 1 6 . 5 % ) , 
di s t ribu t i on ( 1 6 . 5 % ) , re s t aurants , ho tels an d recreat i on 
centers ( 1 0 . 2 % )  and apartments ( 5 . 1 % ) . 7 0  
Tennessee S t ate At torney General , Wi l l i am Leech , i s s ued 
an opi n i on i n  Janu ary 1 9 8 3  s t at i ng that Tennessee law doe s  
no t proh i b i t  more than one i ndu s t ri al developme nt board per 
county . 7 1  The I ndus t ri al Deve lopme nt Board of the Ci ty of 
Knoxv i l l e was creat ed in January 1 9 8 3 . 7 2  The I n dus t r i al 
Devel opment Board of the Ci ty of Knoxv i l le is  al so ope r ated 
pu rsuant to sec t i on 7-53  of the Tennessee Code Anno t at e d .  
7 0J . S i dney Downey , Knox County I n dus t ri al Revenue Bon d 
Analys i s  1 9 6 6  - 1 9 8 1 , 1 9 81 , Table Three 
7 l " compet i ng I ndus t ri al Boards Found Legal " , Knoxv i l l e  
News- Sen t i nel , Janu ary 1 9 , 1 9 8 3 , pB- 1 3  
7 2ncompe t i ng I ndus t ri al Boar ds Found Leg al " , pB- 1 3  
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The opi nion of At torney Gene ral Leech also opened the way 
for Far ragu t , Tennessee to create an i ndus t r ial  development 
boa r d . 
Thi s  opi nion was is sued due to a request  by As s i s tant 
Knox County Law D i r ector�  Geoff rey Emery . The reque s t  was 
made i n  response to the sect ion of the Tax Equ i ty and F i scal 
Respons i b i l i ty Act of 1 9 8 2  that r equ i r ed hea r i ngs and 
approval of bond i s sues by elected off i c ials  or  by vote r  
r e f e r endum a s  of December 3 1 ,  1 9 8 2 . I t  was the fee l i ng o f  
some publ i c  off ic ials that the re  was a need t o  b e  abl e to 
cont rol development wi thi n  the i r  own pol i t ical sphe r e . 
Doug las Mor r i son , the Ci ty Boa rd ' s  a t tor ney s ta ted the c i ty 
would not be i n  cont rol of i t s  own des t i ny i f  the County 
Commi s s i on would rev i ew bond i s sues for pro j ects loca t ed in 
the c i ty . 7 3  Even though this would al low the Boa rds to 
i ssue bonds for proj ects wi thin the i r  respect i ve j u r i sd i c-
t i ons , e i the r Board could i ssue bonds for proj ects anywhe r e  
i n  the county . 7 4  
The process  for i s su i ng bonds by the I ndu s t r ia l  
Development Boa rd of t h e  County of Knox has fou r  ma j o r  
s t eps : appl ica t i on , hea r i ngs b y  the Boa rd , hea r i ng b y  the 
7 3 " compet i ng I ndustr ial Boa rds Found Legal " ,  pB- 1 3  
7 4 I f  r e j ected by one Board , a f i rm could apply t o  the 
other Boa rd . 
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Coun ty Commi ssi on and the i ssuance of the bon d . 7 5  The party 
se ek i ng i ndust ri al bond f i nanc i ng mu st submi t an appl i ca t i on 
and f i nanc i a l  sta t eme n t  to the Secre t ary of the Boa rd and to 
each di rector at  least twenty days prior to the nex t 
schedu l ed Boa rd me et ing . A 3 2 5 do l la r  ap�l i ca t i o n  fee i s  
du e a t  the t ime the appl i cat ion i s  f i led wi th t he Boa rd . 
The i n forma t i on tha t  mu st be i ncluded i n  the appl i cat i on 
i ncludes : 
1 .  Da te 
2 .  Pro j ec t  name 
3 .  Party see k i ng f i nanc i ng ( i f a pa rt ne r­
ship , all  part ies shou l d  be i nclude d )  
4 .  Amount reque sted 
5 .  Es t imated pro j ect cost & brea kdown 
6 .  Procedure for the sale of bon ds ( pri va t e  
v .  publ i c ) 
7 .  Purchas e r  
8 .  Guarantor 
9 .  F i s cal age n t  
1 0 . At torney 
1 1 . Tru s t ee 
1 2 . Des c ript ion of pro j ect . 7 6  
The f i nancial stateme nt tha t accompa n i e s  the appl i cat i on 
7 5P e rsonal i n t e rv i ew wi th Joe l Conne l l , Secretary/ 
Treasurer of the I n du st rial Development Board of Knox 
Cou n ty , May 1 2 , 1 9 8 3 . 
7 6Appl ica t ion form ,  I ndu s t rial Developmen t  Boa rd of 
Knox Coun ty . 
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mus t  i nclude the appl i cant ' s  f i nanc ial summary for the pas t  
f i ve yea rs , a cu r r ent aud i t  and a three t o  f i ve yea r 
f i nancial proj ect ion of the appl i cant . 7 7  
A profo rma statement o f  the proj ect i s  not r equ i r ed i n  
the appl i cat ion . 7 8  The appl i ca t i on states that the appl i ­
cant , n o t  Knox County , would b e  obl igated to r e t i r e  the 
ent i r e pr i nc ipal and i nterest  due on all bonds . The 
appl i ca t ion al so s tates that the i ssuer i s  i n  no way l i able 
for any pa r t  of the bond debt . 
The second s tep of the process cons i s t s  of two open 
hea r i ngs before the Indus t r ial Development Boa r d . Publ i c  
not i ce of the hea r i ngs must b e  placed in  the local newspa­
per s  pr ior to the hea r i ng s . The f i r s t  hea r i ng cons i s t s  of 
the r epo r t  of the pro j ect by the appl i cant and comments on 
the pro j ect by the publ i c . The appl i cant must  be present a t  
all  hea r i ngs . 7 9  I f  a n  appl i cant i s  unable t o  a t t end a 
hea r i ng he/she can r equest  a pos tponement . The Boar d  may o r  
may not g rant a pos tponement .  
There  i s  a 3 0  day g race pe r iod between the f i r s t  and 
second hear ing . The second hea r i ng i s  used to  accept or  
r e j ec t  an appl i cat ion . I f  an appl i cation  i s  r e j ected , the 
r easons fo r doi ng so are stated . An appl icant can make 
7 7Appl i ca t ion form 
7 8Joel Connel l  
7 9Joel Connell  
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cor r ect i ons to a r e j ected appl ica t i on and reapply to the 
Boa r d . Accepted appl ica t i ons are sent to the County 
Commi s s i on w i th the Boa rd ' s  recommendat i on for  acceptance . 
A hea r i ng on an appl i cat ion by the Knox County Commi s­
s i on i s  the thi rd step in  the bond process . The hea r i ng is  
usually  held du r i ng a regular Commi s s i on mee t i ng . A spec ial 
hea r i ng can be reques ted by the appl icant . Approval of an 
appl i ca t i on by the County Commi s s ion i s  usual ly au tomat i c .  
The automa t i c  approval i s  based on the assumpt ion that  the r e  
a r e  n o  cos ts  t o  the county . a o 
The f i nal step in  the process  i s  the i ssuance of the 
bonds . The legal agreement i s  drawn up by the counsels for  
the Boa rd and the appl i cant . The document includes a l l  the 
r equ i rement s  set forth by Tennessee statut es . Any ag r eement 
tha t v i olates any Tennessee statute or  sect ion of the 
Tennessee Cons t i tu t ion is i nvalid  and can not be b rought 
i nto fo r ce . 
Once the agreement i s  completed the bonds a r e  sold . 8 1  
Th i s  i s  handled by the t rustee selected by the appl i cant . 
Mos t  bonds a r e  sold pr ivately . The Boa r d  wi l l  not i s sue 
bonds that a r e  to be sold publi cly unless the appl i cant is a 
large  nat ional f i rm wi th a good bond rat i ng . Once the bonds 
a r e  sold the t rus tee turns the funds gene rated ove r to the 
S O Joel Conne l l  
8 1The f i rm r ece1v1ng the f i nanc ing mus t  pay a l l  cos t s  
assoc i ated wi th issuing the bonds . 
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appl i cant . The t rustee handles the collect ion of i nt e r e s t  
and pr incipal from the f i rm rece iving the f i nanc i ng and the 
payment of said interes t and pr incipal to the bond holde r s . 
Once the pr i nc ipal and interest  i s  pa i d  off , the i s sue i s  
r e t i r�d and the process i s  comple ted . 
The only cr i ter ia the I ndus t r ial Development Boa r d  of 
the County of Knox has i s  that the f i nanced pr o j ect mus t  
c r ea t e  employment . The Boa rd sees i ts j ob as protec t i ng the 
bondholder . 8 2  The Boa rd per ce i ves the mos t ef fect i ve way to 
protect the bond holder s  as lett ing the ma r ke t  r egulate the 
sale o f  bonds . The mos t  r i sky f i rms would be el imina ted 
f rom the ma r ke t  because i nterest  rates on the bonds wou ld be 
proh i b i t ively high or i nves tor s  would not be found . The 
i nt e r e s t  rates of i ndus t r ial development bonds in Knox 
County depend upon the cred i t  rat i ng of the f i rm r ece i v i ng 
the funds gene ra ted by the bond . K-Ma r t  would be able to 
obta i n  lower i nterest  rates on bonds i ssued for i t  than 
would a sma l l  local f i rm .  
Chapte r  I V  presents the methodology used i n  t h i s  
analys i s  of the us e o f  i ndus t r ial development bonds i n  Knox 
County . 
8 2Joel Connell 
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CHAPTER IV 
METHODOLOGY 
The i ntent of thi s  thes i s  was to develop a me thodology 
for the measurement of the impact of i ndus t r ial development 
bonds on the - local communi ty and to measure  the impact 
i ndus t r ial  development bond f i nanced f i rms have on the 
Knoxv i l le , Tennessee communi ty . The impact a r eas s tud i ed 
we re  prope r ty tax revenues , new employment generat ion and 
the capi tal intens ive publ i c  i nf ras t r uctur e .  The inf ra­
s t ructure was l imi ted to st reets  and roads , school 
bui ld i ngs , and water  and sewe r faci l i t i es . 
Sampl i ng 
The nonprobabi l i ty method of sampl i ng was used because 
it employs the researche r ' s  j udgement in the selec t ion of 
the sample membe rs . Thi s  pe rmi t ted the researcher to select 
f i rms that rece ived indus t r ial development bonds of approx­
imate equal value and to select the sample from a na r r ow 
t ime f rame . The nar row t ime frame r educed the need for 
d i s count i ng mone tary te rms and it allowed the researcher to 
analyze f i rms unde r the same economi c cond i t i ons . 
The sampl i ng f r ame of thi s s tudy was Tabl e 1 of the 
Knox County I ndus t r ial Revenue Bond Analys i s  1 9 6 6  - 1 9 8 1 . 8 3  
The t ime pe r iod f rom whi ch issues we re  selected was 1 9 7 9  -
83J . Sidney Downey , p6 
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19 8 1 .  Thi s  was the only pe r iod for whi ch the manufactu r i ng , 
o f f i ce , commercial and apa r tment g roups we r e  r epresented . 
Aft e r  the t ime f r ame was determi ned , the i ssues w i t h i n  
t h e  t ime f rame wer e  grouped unde r the fou r gene ral  ca tago r ­
ies  o f  apa r tments , retai l/wholesale , o f f i ce complexes and 
manufactu r i ng .  One i s sue of approximate equal value was 
selected f rom each category . 
The value of bonds i ssued between October 1 ,  19 6 6  
through August 27 , 19 8 1  ranged from 17 5 , 0 0 0  to 10 , 0 0 0 , 0 0 0  
dol la r s . The i ssues selected for thi s s tudy ranged f rom 
2 , 9 0 0 , 0 0 0  to 4 , 0 0 0 , 0 0 0  dol la r s . Thi s  was the na r r owes t  
pos s i ble range whi ch could b e  at tai ned . 
Collect ion of Da ta 
The analysi s  used pr ima ry and s econdary sou r ce data . 
P r imary sou r ce data was collected or  generated by the 
resea r che r . Seconda ry sou rce data was coll ected by someone 
other than the r esearche r . 
The pr ima r y  sour ce da ta used i n  thi s the s i s  i ncluded 
long t e rm employment and the ave rage wage of the employees ,  
the ave rage wage of const ruct i on worke r s , the number of 
h i ghway t r ips generated by a proj ect and the capaci ty of the 
s t reet  o r  r oad adjacent to a proj ect . 
The long term employment and wage f igures we re  obta i ned 
f rom the f i rms or bus i nesses located in the pro j ect s . I n  
o rder to  get f i rm spec i f i c  data a pledge o f  anonymi ty was 
g i ven to all the f i rms and bus i nesses i nvolved . 
5 0  
The short term employme nt f i gures were no t a t t a i nable 
from the cons t ruct ion f i rms . General con t ractors we re no t 
aware of  the number of employees a subcon t ractor employed 
nor the wag es pa i d .  Con t ract ors and subcontractors were 
re l u c tant to provi de any f i rm spec i f i c  da ta even when 
anonymi ty was prom i s e d . The wage ra tes for cons t ruc t i on 
wo rk e rs was de t e rmined by u s i ng the s tanda rds in the u . s .  
Depa rtmen t  of  Labor pub l i cat ion , Labo r and Ma t e ri al 
Requ i reme n t s  f o r  Commerc i a l  Of f i ce Bu i l ding Con s t ruc t i on 8 4  
and the f i rms ' proforma s t a t emen t s  on f i le a t  the I ndu s t ri a l  
Deve lopme nt Board of Knox County . 
me nt . 
Four s t eps were i nvolved i n  de ri v i ng short term employ-
1 .  Mu l t iply the conSGru ct ion cos t 8 5  by the on­s i te wft�e fac tor to get t he on-s i te 
wages . 
2 .  Mu lt iply the employee
8
nours pe r 1 , 0 0 0  dol l a rs 
of  cons t ruct ion cos ts by the cons t ruc t i on 
84u . s .  Department of Labo r, Labor and Ma t e rial Requ i re­
me nts for Commerc i al Of f i ce Bu il ding Cons t ruction , Washing­
ton , D . C . , u . s .  Publishing Office , 1 9 7 9 
8 5obta i ned f rom f i les a t  the I ndu s t rial Development 
Board of Knox Coun ty . 
8 6u . s .  Department of Labor,  Table 2 4  
87The f igure for Fi rm ' R '  was obta i ned b y  wo rk i ng 
bac kwards through the formula . S i nce F i rms • o •  and ' R '  a re 
of s imi lar const ruct ion and bu i l t  duri ng the same peri o d ,  
t h e  averag e yearly wage wa s assumed t h e  same . 
8 8u . s .  Depa rtment of Labor, Tables 3 and 2 2 . The 
f i gures for F i rms ' 0 ' and ' R '  were taken from Tab le 3 .  The 
f i gu re for F i rm ' R '  was for pro j ects con ta i n i ng o f f i ce a n d  
s hopp i ng fac i l i t i es . 
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cos t to get the on-s i t e employee hou r s . 
3 .  Di v i de the on-s i t e  employee hou r s  by t he 
ave r age numbe r of hou r s  wor ked �g a ye ar l y 
b as i s  for a cons t r uct i on wo r k e r  to ob t ai n  
the numb e r  of wo r k e r s .  
4 .  Di vi de the total on-s i t e wages by the numbe r 
of wor k e r s  to get the ave r age year ly wage . 
The numbe r of h i ghway t r ips gene r ated by a devel opmen t  
was de t e rmined b y  mul t ipl ying an i ndependent var i able ( t he 
numbe r of employees , squar e foo t age , etce t e r a ) by a depend­
ent v ar i able ( the ave r age number of t r ips pe r i ndepende n t  
var i able ) .  The t r ips gene r ated by a pr o j ect we r e  added to 
the exi s t i ng vol ume on the highway to dete rmine the impact 
on t he h i ghway . The formulas set f o r t h  i n  the Highway 
Capac i ty Manua1 9 0  we r e  used t o  det e rmine the c apac i ty of 
local roads . 
The seconda r y  sou rce dat a used i n  t h i s  study i ncluded 
prope r ty t ax receipts , school capac i t y and enrol lment s ,  
t r af f i c  coun ts , development s i z e , water and sewer capac i ty ,  
u s age , fees and cos ts . P r ope r ty t ax receipts we r e  obt ai ned 
f r om the o f f i ce of the Knox County Trus tee . 
School capaci t i es and enrol lment r eco r ds we r e  ob t ai ned 
f r om Smal l Ar ea Studi e s  prepar ed by the Me t ropol i t an 
P l ann i ng Commi ss ion and f r om Knoxv i l le C i ty School Boar d 
r eco r ds . 
8 9 u . s .  Department of Labor , p3 
9 0Highway Resear ch Boa r d ,  Highway Capac i ty Manual , 
Wash i ng ton , D . C . , Spec ial Repo r t  87 , 1 9 6 5  
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The secondary source data used i n  measuri ng the impac t  
o n  local roads were t raf f i c  counts and developmen t  s i z e . 
Traf f i c  counts for the local roads adj acent to the 
devel opments were prov i ded by the Met ropol i t an P l ann i ng 
Commi ss ion i n  the Traf f i c  Dat a I nventory and Survey Knox 
County , 9 1  and the Tennessee Department o f  Transport at ion 
s t u dy Traf f i c  Flow Maps 1 9 8 1 , Roads and S t ree t s  i n  
Tenne s s ee . 9 2  The development s i zes were avai l able f rom the 
appl i cat i ons submi t t e d  by the developers to the I ndu s t ri al 
Deve lopment Board of Knox Coun ty . 
Dat a on wat e r  and sewer capac i t i es was av ai l able f rom 
the Tennessee S t at e  Planni ng Of f i ce pub l i c at i on San i t ary 
Serv i ces i n  Tennessee 1 9 7 9 , 9 3  the S t ate of Tennes see 
Departmen t  of Publ i c  Heal th i n  i t s Communi ty Wat e r  Sys tems 
In Tennes s ee Report # 2 9 4  and from a survey of ut i l i t i es . 
The u t i l i t i es prov i ded the dat a for the water and sewer u s e  
for e ach pro j e ct , and t h e  f e e s  charged.  The u t i l i t i es al so 
9 1Me t ropol i t an Plann i ng Commi s s ion , Tra f f i c  Dat a  
I nven tory and Survey Knox County , Knoxv i l le , Tennes see , 
1 9 8 0  
9 2Tennessee Department o f  Transport at ion ,  Traf f i c  F low 
Maps 1 9 8 1 , Roads and S t reets in Tennessee , Nashv1 1 l e , 
Tennes see , 1 9 8 2  
9 3Tennes s ee State Planni ng Off i ce , San i t ary Sewers i n  
Tenne s see 1 9 7 9 , Nashv i lle , Tennes see , 1 9 7 9  
9 4 s t ate of  Tennes see Departmen t  of  Publ i c  Hea l th , 
Commu n i ty Wat e r  Sys t ems i n  Tennes see Report # 2 ,  Nashv i l le , 
Tenne ssee , 1 9 8 2  
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prov ided data on the . amount of the system be i ng u s ed and the 
cos t of  pr ov id ing the s e r v i ces . 
Impact Anal ys is 
Th is analys i s  used i ncome and empl oyment , prope r t y tax 
gene r a t ion and i n f ras t ructure cos ts as the measu r es of 
impac t .  I ncome was used t o  measure the econom i c  impac t  the 
p r o j ec t s  had in the commu n i ty . The sho r t  te rm impac t wa s 
l im i t ed to on-s i t e cons t ruct ion . On-s i t e labo r cos t s  had t o  
b e  e s t ima t ed because of the cons t r uct ion i ndus t ry ' s re lu c­
ta nce to r epo r t  f i rm spec i f i c da ta . 
The r e  we re two types of long t e rm i ncome cons ide red -
d i r e c t  and i nd i rect . Di rect i ncome came f r om t he pay r o l l s  
of the f i rms who us ed the indus t r ial developmen t  bonds . 
I nd i rect i ncome i s  tha t  wh i ch was gene r a t ed by bu s i nesses 
t ha t  prov i ded goods and s e r v i ces to f i rms that used the 
i ndu s t r ial deve lopment bond f i nanc i ng . The i nd i r ec t  i ncome 
numbe r s  we r e  deve loped th rough the use of an i ncome 
mu l t ipl i e r . The i ncome mu l t ipl i e r  for the Knoxvi l l e  eco nomy 
was developed by the Cente r fo r Bus i ness and Econom i c  
Re sea r ch , t h e  Un ive r s i ty of Tennessee . 9 5  Only bas i c  
i ndus t r ies a r e  used wi th the mu l t i pl i e r  to de t e rmine 
i nd i rect i ncome . 
Employmen t  was used to measu r e  the economic impac t  i n  
huma n te rms . Employment was also used i n  measu r i ng the 
9 5cha r l es B .  Ga r r i son , P r oject ions Of The Knoxv i l l e  
Economy To 1 9 8 0  and 1 9 9 0 , Knoxv i lle , Tennessee , 1 9 7 4  
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i ndi r ect i ncome e f f ec t . Employment was d i v i ded i nto two 
ca tago r i e s - bas ic and nonbas i c . Bas i c  i ndus t r i e s b r i ng 
money i n to the local economy by sel l i ng thei r goods and 
s e r v i c es ou ts ide of the loca l economy . Nonbas i c  i ndu s t r i e s 
s e l l  t he i r goods and s e r v i ces wi th i n  the local economy . The 
fol lowi ng loca t i on quot ient wa s used to determine bas i c  
i ndus t r i e s : 9 6  
Er j 
Er > 1 
Es j < 
Es 
In t h i s formula ( E ) . r epresents employment , ( r ) s tands f o r  
r eg i on , ( s ) s t ands fo r t h e  southeas t e r n  pa r t  of  t h e  U . S .  and 
. ( j )  repr esents the type of  i ndus t ry .  I f  the cal c u l a t ed 
value was g r ea t e r  than one , the i ndus t ry was cons ide r ed to 
be ba s i c . 9 7  
Two assumpt ions we re made i n  t h i s  analy s i s . I t  was 
a s s umed tha t only bas i c  i ndus t r i es have a mu l t ipl i e r  e f f e c t  
o n  i ncome a n d  that r etai l/whol esale t rades , d i s t r i bu t ion and 
apar tment management a r e  not bas i c  i ndus t r i e s . I t  was a l so 
a s s umed tha t an i nc r ease in the numbe r of r e tai l s t o r es i n  
an a r ea d i d  n o t  i nc r ease sales i n  t h e  ma r k e t  as a whole . 
The ma j o r i ty of  a l l  loca l ly gene ra ted r evenues come 
f r om p r ope r ty taxes . Cha nges in p r ope r ty tax revenues i n  
9 6oonal d  A .  K r ueckeberg and Ar thur L .  S i lver s ,  U r ba n  
P lann i ng Analys i s : Me thods and Mode l s , New Yo rk , John Wil ey 
& Sons , 1 9 7 4 ,  p3 97 
9 7oona ld A .  K r ueckeberg , p3 9 7 
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the c i ty and county we r e  s tudi ed for each p r o j ect . Fi scal 
impac t  was mea su r ed by the i nc r ease o r  dec r ease in prope r ty 
taxes gene r a t ed by each proj ect . 
The ana lys i s  of  the inf r a s t ructu r e  wa s l imi ted to t he 
use of  roads , wa ter and sewe r systems and publ i c  schoo l s . 
The mea s u r emen t  used i n  the h ighway analys i s  was the 
pe r centage of  the h ighway ' s capac i ty be i ng u s ed and at  wha t 
s e r v i ce l evel , and what pa r t  of that use wa s a t t r i bu ted to 
t he new p r o j ect . The number of t r ips gene ra ted a t  t he peak 
of the generator wa s determi ned by us i ng the I ns t i t u t e  of 
T r anspo r ta t i on Eng i nee r s • formula for t r ip gene rat ion 
( i ndependent va r i able X dependent var i able ) . 9 8  The 
i ndepende n t  va r iable for a p r o j ect would be the numbe r o f  
hous i ng u n i t s , squa re footage of the pro j ect , o r  numbe r of  
employees .  The dependent var iable was the numbe r of  t r ip 
ends a s s i gned to each uni t of the i ndependent va r i abl e . The 
peak t r a f f i c  volume of  a s t r eet was de te rmi ned by t a k i ng 1 0 %  
o f  t he 2 4  hou r t r a f f i c  count o f  the highway . 9 9  
Hi g hway capa c i ty wa s d e t e rmi ned by mu l t ipl y i ng t he max imum 
s e r v i ce capaci ty of the hi ghway by fac tor s fo r width of  t he 
h i g hway and for t r ucks and g r ades . I f  an i n t e r sect ion was 
nea r  the sect i on of road bei ng meas u r ed , the capac i ty of the 
9 8 I ns t i tute of Tr anspo r t a t i on Eng i nee r s , T r ip Gene r a­
t ion , Ar l i ng ton , Vi r g i nia , I n format ion Repo r t  f rom Technic a l  
Commi t t ee 6A6 , 1 9 7 6  
9 9 I ns t i tu t e  of  T r af f i c  Eng i nee r s , Traf f i c  Engi nee r i ng 
Handbook , New Haven Connect icut , I ns t i t u t e  of  T r a f fic 
Eng � nee r s , 1 9 5 0 . p 3 4 7  
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road i s  de te rmi ned by the capa c i t y  of the i n t e r s ect ion . The 
fol lowi ng fo rmulas we re used to dete rmi ne the capa c i t i e s  of 
roads ad j acent to the pr o j ect s . 
SVx = ( MSV ) ( W ) ( T )
l O O  
MSV = Max imum s e r v i ce vol ume at  level ( x )  
W = Width of lanes and clea r  shou lde r s  
T = Per centage of t r ucks on road and g r ade fac tor 
SVx = Volume a t  s e r v i ce l evel ( x )  
SVx = ( BSV ) ( M-P ) ( Loc ) ( R-Tu r n ) ( L-Tu r n ) ( T ) ( G/C )
l O l 
BSV = Bas i c  serv i ce volume 
M-P = Me t r o popul at i on a t  pea k fac tor ( y )  
Loc = Loca t ion w i t h i n  u r ban a r ea 
R-Tu r n  = Per centage of r i ght t u r ns 
L-Tu rn = Per centage of l e f t  t u r ns 
T = Tr uck and g r ade factor 
G/C = Amou n t  of g r een pe r cycle l 0 2  
SVx = Volume at s e r v i ce level ( x )  
The analys i s  of  the water and sewe r sys tems dea l t  wi t h  
t h e  capaci ty o f  t h e  ent i r e  sys tem and t h e  cos t of prov i d i ng 
the s e r v i ce to each pro j ec t . The impac t  a pr o j ec t  had on a 
s y s t em wa s mea s u r ed i n  nominal te rms as we ll a s  a pe r centage 
of the sys t em ' s capac i ty .  A cos t  bene f i t  analys i s  of the 
prov i s ion of the s e r v ice was pe r f ormed . I n  t h i s  analys i s  
t he ave rage cos t per un i t ( s )  r epresented t he cos t and the 
fee pa id by the user wa s the benef i t .  
The measure of impac t  on publ i c  schoo l s  wa s l imi t ed to 
l O OJohn E .  Bae r wa ld , Tr ansportat i on and T r a f f i c  Eng i n­
ee r i ng Handbook , Englewood C l i f f s , New Jer s ey , P r e n t i ce Ha l l  
I nc . , 1 97 6 , p 3 4 7  
1 0 1John E .  Baerwald , p 3 7 5  
1 0 2The amount o f  g r een pe r cycle was obta ined f r om 
f i e ld s tud i e s  condu cted on Ma r ch 7 ,  Apr i l  1 0 , and May 1 2 , 1 9 8 3 . 
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the i n c r ease i n  en rollment due to new apar tment cons t r uc­
t i on . En rol lment i n  af fected schools ove r t he school ' s  
capac i t y wa s cons ide r ed a nega t i ve impact . The extent of  
t he i mpac t  was l imited to the numbe r of  s t uden t s  f r om the 
apa r tment complex . 
A da ta ma t r ix wa s developed to ass i s t  i n  the orde r l y 
col l e c t ion and r ecor d i ng of da ta . The ma t r i x  prov i ded 
ca tego r i z ed re sponses for quest ions set up in the ma t r ix . 
The que s t ions we re g r ouped i nto the a r eas of employme n t , 
taxes and i n f r a s t r uct u r e . The ca tego r i z ed r e spon ses we r e  
impact amou n t , loca t i on or use spec i f ic , bene f i t s  o r  cos t s , 
who was impa c t ed , was i ndu s t r i a l  development bond f i nanc i ng 
necessa ry , we r e  othe r i nducements off e r ed and wa s the g r ow t h  
new o r  r econs t i t u ted . 
Two que st ionna i res we re used i n  gathe r i ng da ta . The 
f i r s t  was u s ed in gathe r i ng f i rm spec i f i c  da ta f r om the 
f i rms i nvolved . The second wa s used to ob ta i n  da ta on the 
u t i l i t i es i nvolved . The quest ionna i r es we re necessa ry so 
all i n t e r v i ewees we r e  presented with the same que s t i ons , 
whether the qu es t ionna i r e  wa s admi n i st e r ed by the r es ea r che r 
o r  s e l f  admi n i s t e r ed . A standa rd set  o f  que s t i ons imp r oves 
the r e l iab i l i t y of the responses ( Appendix A ) . 
Chapt e r  V provides an ove r v i ew of the use of i ndu s t r i a l  
devel opment bond s i n  Knox County and present s the da ta 
co l le c t ed on each pro j ect . 
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CHAPTER V 
COMPAR I SON OF PROJECTS 
The I ndus t r i al Development Boa rd of Knox Cou nty i s sued 
1 1 7  i ndus t r ial developmen t bonds tnrough July 1 9 8 2 . One 
hund r ed and eight di f fe r e nt f i rms bene f i ted f r om these 
bonds . The largest numbe r of bonds we r e  i ssued for  ma nu-
fact u r i ng faci l i t i es . Table 1 shows the numbe r of bonds 
i s sued for each type of development . 
TABLE 1 
D I STR I BUTION OF I SSUES BY DEVELOPMENT TYPES 1 9 6 6- 1 9 8 2  
Type of Number Pe rcentage 
Devel opme nt of I s sues of I s su e s  
Ma nufactu r i ng 2 8  2 4 . 0  
Of f i ce 2 4  2 0 . 5  
Re t a i l  2 3  1 9 . 7  
Di s t r ibut ion 2 1  1 8 . 0  
Re st au rant 9 7 . 7 
Ho t e l  6 5 . 1  
Apa r tment 5 4 . 2  
Rec r eat ion 1 . 8  
TOTALS 1 1 7  1 0 0  
Sou r ce : I ndus t r � al Developme nt Boa r d  of Knox County 
A total · of 2 4 7 , 2 1 7 , 7 0 0  dol la rs i n  i ndus t r i al deve lop-
me nt bonds we r e  is sued be tween Oc tobe r 1 9 6 6  and July 1 9 8 2 . 
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The ave rage i s sue amoun t ,  for a l l  ca tag o r i e s , wa s 2 , 1 1 2 , 9 7 2  
do l la r s . The ma nufac t u r i ng sector r ece i ved the g r ea t e r  
amount o f  f i nanc ing wi th 5 2 , 2 6 9 , 0 0 0  dol la r s  i n  i ndu st r i a l  
development bonds . Of f i ce complexes wer e  next w i t h  ove r 
4 9 , 8 0 0 , 0 0 0  do l l a r s  i n  i ndus t r i a l  development bond f i nanc i ng . 
The value of bonds i s sued for each type of . deve lopmen t  i s  
l i s t ed i n  Tab l e  2 .  
TABLE 2 
VALUE OF BOND I SSUES BY DEVELOPMENT TYPE 
KNOXVILLE , TENNESSEE 1 9 6 6 - 1 9 8 2  
Type of  Va lue Percentage of  
Developme nt of I s sues Tot a l  Va lue 
Ma nu f act u r i ng $ 5 2 , 2 6 9 , 0 0 0  2 1 . 5 . 
Of f i ce 4 9 , 8 2 0 , 0 0 0  2 0 . 5  
Reta i l  3 5 , 6 4 0 , 0 0 0  1 4 . 7  
D i s t r i bu t ion 3 5 , 2 4 5 , 0 0 0  1 4 . 5  
Ho t e l  2 8 , 5 5 0 , 0 0 0  1 2 . 0  
Apa r tme nt 2 4 , 8 2 6 , 7 0 0  1 0 . 2  
Res taurant 1 5 , 5 8 3 , 0 0 0  6 . 5  
Rec r e a t ion 2 8 4 , 0 0 0  . 1  
To tal Va lue 
of I s s ues $ 2 47 , 2 17 , 7 0 0  
Sou rce : I ndus t r � al Deve lopment Boa rd of Knox Coun ty 
6 0  
The ave rage va lue of a bond wa s g r eates t for apa r tme n t  
compl exes at nea r l y 5 , 0 0 0 , 0 0 0  dol la r s . Ho t e l s  ranked second 
wi th the ave rage value of a bond at approx ima t e ly 4 , 7 0 0 , 0 0 0  
dol l a r s . The h i gh ave rage value of apa r tmen t  and ho t e l  
complexes may b e  a t t r ibuted t o  the i r  small numb e r ,  the i r  
large s i z e s  and tha t  all  the pro j ects we re bu i l t  i n  the 
1 9 8 0 ' s ,  when cos t s  we re highe r  than when a numbe r o f  
ma nufact u r i ng faci l i t ie s we r e  cons t ructed i n  t h e  1 9 6 0 ' s .  
Tab l e  3 ranks the types of  developments by the ave rage va l u e  
of the bonds . 
Type of 
Developme n t  
Apa r tme nt 
Ho t e l  
Of f i ce 
Manufactu r i ng 
Re s t au rant 
Di s t r ibut ion 
Reta i l  
Rec r ea t ion 
Sou r ce : 
TABLE 3 
RANK ING OF DEVELOPMENT TYPES 
BY AVERAGE BOND VALUE 1 9 6 6 -1 9 8 2  
Aver age 
Value 
$ 4 , 9 6 5 , 3 4 0  
4 , 7 5 8 , 3 3 3  
2 , 0 7 5 , 8 3 3  
1 , 8 6 6 , 7 5 0  
1 , 7 3 1 , 4 4 4  
1 , 6 7 8 , 3 3 3  
1 , 5 4 9 , 5 6 5  
2 8 4 , 0 0 0  
I ndus t r .1 a l  Development Boa rd of Knox 
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Rank i ng 
1 
2 
3 
4 
5 
6 
7 
8 
Cou nty 
The 1 9 8 3  comb i ned c i t y and county prope r t y  tax y i eld 
for f i rms r e ce i v i ng i ndus t r i al deve lopment bond f i nanc i ng 
was 1 , 7 7 9 , 2 3 6  do ll a r s . The largest tax gene rator for  the 
c i ty and county combi ned was manufact u r i ng . Approxima t e l y  
2 9 %  o f  t h e  t o t a l  comb ined t a x  yi eld of f i rms r e ce i v i ng 
i ndus t r ial development bonds was gene r a ted by ma nufac t u r i ng 
f i rms . O f f i ce complexes accounted for 2 6 %  of the comb i ned 
tax y i eld and hot e l s  accounted for 1 7 %  of  the comb i ned tax 
yi eld of  f i rms r ece i v i ng i ndus t r ial deve lopment bonds . 
Of f i ces cons t r uc ted w i t h  i ndus t r ia l  development bonds 
prov i ded the l a r g e s t  c i ty prope r ty tax y i e ld of  any g r oup . 
The 1 9 8 3  prope r ty taxes on o f f ice complexes amounted to 
2 3 5 , 7 2 0 dol lar s or 3 9 %  of the c i ty tax yield f o r  f i rms 
r ece i v i ng i ndus t r i a l  deve lopment bonds . The 1 9 8 3  c i ty tax 
y i eld f rom f i rms u s i ng i ndus t r ia l  development bonds was 
6 0 7 , 8 2 2  do l la r s . The 1 9 8 3  county tax y i eld f r om f i rms 
r ec e i v i ng i ndus t r ia l  deve lopment bonds was 1 , 17 1 , 4 1 4  
dol l a r s . Manufactur i ng f i rms gener at ed 4 1 7 , 9 5 2  dol l a r s  i n  
prope r t y  taxes f o r  the cou nty , the largest amou nt of  a ny 
g r oup . The amou nt of taxes pa id by each g roup a r e  l i s ted i n  
Table 4 .  
Twenty thre e nat ional or r eg iona l corpo r a t ions r e ce ived 
i ndus t r i al deve lopment bonds or we r e  the sole t enan t s  of a 
comp l ex f i na nced w i t h  i ndus t r i a l  development bonds i ss ued by 
the I ndus t r ial Deve lopment Boa rd of Knox County . Th i s  
i ncluded three hot e l  cha i n s  loca t ed i n  Knoxv i l l e ' s  Ce n t r al 
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Bus i ness Di s t r ict . Not i ncluded a r e  large reta i l  · cha i ns 
tha t a r e  ma j o r  but not sole tenants i n  shopping cente r s . 
TABLE 4 
TAX YIELDS BY DEVELOPMENT TYPE FOR 19 8 3  
Type of Ci ty County Combi ned 
Development Yield Yi eld Y i eld 
Manufactur i ng $ 9 9 , 110 $ 4 17 , 9 5 2  $ 5 17 , 0 6 2  
Di s t r ibu t ion 3 4 , 119 147 , 9 0 0  18 2 , 0 19 
Reta i l  5 6 , 9 8 6  18 6 , 6 6 7  2 4 3 , 6 5 3  
Off i ce 2 3 5 , 7 2 0  2 2 1 , 7 5 2  4 5 7 , 4 7 2  
Apa r tment 8 , 5 3 4  7 , 4 4 5  15 , 9 7 9  
Hotel  16 2 , 7 2 8  13 5 , 16 0  2 9 7 , 8 8 8  
Res taurant 10 , 6 2 5  5 4 , 4 0 5  6 5 , 0 3 0  
Rec r ea t i on 13 3 13 3 
TOTAL 6 07 , 8 2 2  1 , 17 1 , 4 14 1 , 7 7 9 , 2 3 6  
Sour ce : Knox County Trustee ' s  Office 
The 2 3  nat ional or reg i onal corporations bene f i ted f r om 
117 , 8 2 3 , 0 0 0  dol la r s  in  indus t r ial development bond 
f i nanc i ng . Thi s  was 4 7 . 6 % of the total value of bonds 
i ssued between Octobe r 19 6 6  and July 19 8 2 . Th ree compan i es 
received 10 , 0 0 0 , 0 0 0  dol la r s  in  f i nanc ing . The f i rms we r e  
Mat sush i ta Elect ron ic  ( Panasonic ) , Pegasas ( owne r of the 
Hi l ton hotel ) and Stat ion 82 ( owner of the Hol i day I nn 
loca ted i n  the CBD ) . 
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The fou r types of development selected for this  s t udy 
we r e  apa r tments , manufactur i ng , o f f i ce complexes and r eta i l  
complexes . The value o f  the bond i ssues selected range f r om 
2 , 9 0 0 , 0 0 0  to 4 , 0 0 0 , 0 0 0  dolla r s . The dolla r  va lue of the 
bonds i s sued for the pro j ects in thi s s tudy a r e : 
F i rm ' A '  ( Apa r tmen t )  3 , 6 0 0 , 0 0 0  
F i rm ' M '  ( Manufactu r ing )  4 , 0 0 0 , 0 0 0  
F i rm ' 0 '  ( Off i ce ) 2 , 9 0 0 , 0 0 0  
Fi rm ' R '  ( Retai l )  3 , 7 0 0 , 0 0 0 . 
Three per iods we re  exami ned i n  thi s s tudy . The 
pr econs t ruct i on pe r iod was used to represent cond i t i ons 
pr i or to  the development of the proj ect . The sho r t  t e rm 
impac t  took place du r i ng the construct ion pe r iod and the 
long t e rm impact was measu r ed i n  the pos t  development 
per iod . F i rm ' M '  ex i s ted pr ior  to the s tudy pe r iod . The 
i ndu s t r ial  development bond was used to pu r chase the land , 
bu i ld i ng s , equ ipment and inventory f rom an out of s ta t e  
corporat ion . F i rms ' A ' , ' 0 ' , and ' R '  a r e  new . Some o f  the 
bus i nesses loc�ted in  F i rm ' O ' s project we r e  locat ed i n  Knox 
County prior  to  F i rm ' O ' s  development . The employment 
f igures  for the prev ious ly ex i s t ing bus i nesses we r e  excluded 
f r om the employment f igures used in th i s  study . 
Prope r ty Tax Revenue 
The fou r proj ects  generated 1 4 0 , 8 9 5  dolla r s  in prope r t y  
t a x  r evenues f o r  1 9 8 3 . Th i s  was an i ncrease o f  1 0 4 , 2 0 6  
dol la r s  over the prope r ty tax gene rated by these pro j ec t s  or  
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parcels i n  1 9 8 0 . Wi th the manufacturi ng, offi ce and retai l· 
proj ects located outs i d e the ci ty li mi ts of Knoxvi lle, the 
county benefited the mos t from thes e developments . T he 
county ' s  i ncreas ed property tax revenue for 1 9 8 3  was 9 3, 6 9 1  
d ollars and the ci ty ' s revenue i ncreas ed by 10 , 5 14 dollars . 
Fi rm ' R' generated 4 9, 6 0 �  dollars i n  tax revenues i n  
198 3, the larges t tax generator of all fi rms s tud i ed. Fi rm 
' M '  generated the s econd larges t amount wi th 43, 571 dollars . 
Firm ' O'_ generated 2 8 , 4 97 dollars and Fi rm ' A ' generated 
19, 2 2 2  in tax revenues for 1983. Table 5 d i s plays the taxes 
for 198 0-198 3 and the increas e i n  tax es generated by the 
proj ects . 
Firm 'R' generated the greates t amount of property· 
taxes per 1, 000 d ol lars of i ndus tri al development bond 
financing received ( 13 . 4 1) . Fi rm 'M' generated 10. 8 3 .  Fi rm 
' 0 '  generated 9. 83 and Fi rm ' A ' was las t wi th 5. 4 3 .  
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TABLE 5 
1 980 -1 983 PROPERTY TAX Y IELDS OF STUDIED PROJECTS 
1 980 1 983 Increase 
Ci ty Ci ty Ci ty 
F i rm County County County 
' A ' -0 - 1 0 , 5 1 4 .83 1 0 , 5 1 4 . 83 
1 0 7 .4 1  8, 7 0 7 . 90 8, 60 0 . 4 9  
' M' -0 - - o - -0 -
32, 17 3.87 4 3, 5 7 1 .34 1 1 , 397 . 4 7  
' 0 ' -0 - - o - - 0 -
1 , 0 68.2 6 28, 4 97 . 92 2 7 , 4 29. 66 
' R ' - o - - o - -0 -
3, 339.1 7 4 9, 60 3.0 2 4 6, 20 6. 30 
TOTAL 36, 688.7 1 1 4 0 , 895 . 0 1  1 0 4 , 20 6. 30 
Source : Knox County Trustee ' s  Office 
Sewer and Water Infrastructure 
The i mpact on the local sewer and water i nfrast r uct ure 
was measur ed by deter mi ni ng the percent age of the total 
system capaci ty bei ng used and by performi ng a cost/benefi t 
anal ysi s of the prov i si on of the serv ices to the devel op-
ments. Fi rm ' M '  had a mi ni mal add i ti onal i mpact on t he 
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i nf r ast r ucture because the development was i n  ope rat ion 
p r i o r  to the study pe r iod . A cus tomer ' s  sewe r usage was 
est imated to  be the same as the i r  water  use . B i l l i ngs for  
sewe r s e r v i ces used the amount of wa ter  consumed to  de t e r -
mi ne the cha rge to the consumer . 
The proj ects i n  this  study did not place any of the 
ut i l i ty ' s  infras t r uctures ove r  or nea r  capacity . No othe r 
developments had to be foregone because of a proj ect ' s  
demand on the wat e r  and sewe r i nf rast ructure . 1 0 3  
The larges t user  o f  wate r  was Fi rm ' A ' . I t s average 
monthly wat e r  use for 1 9 8 2  was 4 6 0 , 6 4 3  gallons . F i rm ' R ' s 
average monthly water  use was 17 8 , 8 6 6  gallons and F i rm ' O ' s  
ave rage monthly water  use was 1 7 0 , 3 3 3  gallons . F i rm ' M '  
used the least amount of wat e r  dur i ng th i s  pe r iod wi th a 
monthly ave rage of 1 4 6 , 5 7 6  gal lons . 1 0 4  
The sewer sys tems o f  the Hallsdale-Powell and F i r s t  
Ut i l i ty D i s t r icts  we re  u s i ng the g reatest pe r centage of 
the i r  sys tems ' capac i t i es . The sys tems we re  ope rat i ng at  8 8  
and 8 7  pe r cent o f  the i r capaci t ies , respect ively . Thes e  
we r e  t h e  mos t  i ntensely used fac i l i t ies i n  the a r ea . Table 
6 shows the capac i t i es , use and percentage of capaci ty used 
for  the u t i l i t i es ' water and sewe r sys tem . 
1 0 3From pe r sonal communica t i on w i th the di recto r s  of 
the affected ut i l i t i es . 
1 0 4ut i l i ty usage for the pro j ects were  obt a i ned f r om 
the u t i l i t i es ' f i les . 
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TABLE 6 
CAPAC ITY AND USAGE OF 
UTI L ITY INFRASTRUCTURE 19 8 2  
Ut i l i ty Capac i ty Use % Used 
KUB water  5 0 . 5  MGPD 4 0 . 4  MGPD 8 0  
wwc s sewer 5 0 . 0  MGPD 4 0 . 0  MGPD 8 0  
F i r s t  water  3 . 9  MGPD 3 . 0  MGPD 76 
Ut i l i ty 
Di s t r ict  sewe r 1 . 5 MGPD 1 . 3 MGPD 8 7  
Hal l sdale  water  3 . 5  MGPD 2 . 2  MGPD 61 
Powel l  
Ut i l i ty sewe r 2 . 5  MGPD 2 . 2  MGPD 8 8  
D i s t r ict  
MGPD = M1 l l i on Gal lons per Day 
Source : Sur vey of Ut i l i t ies 
Sani tar� Se rvices i n  Tennes see 19 7 9  
Communit� Water  S�s tems in Tennessee ReJ2o r t  # 2  
The cost  o f  providing wa ter and sewer services  to large 
u s e r s  was less than providing the  same servi ces to s i ngle 
family households . The lowe r cos t  was d�e i n  pa r t  to the 
lowe r pe r -un i t  cos t of suppor t  servi ces , wh ich i ncludes 
met e r  r eadi ng and bill i ng . The average cos t of prov i d i ng 
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t housand gal lons of wat e r  and sewer s e r v i ces i n  1 9 8 2  i s  
shown i n  Tab le 7 .  
TABLE 7 
AVERAGE COST OF 1 , 0 0 0  GALLONS 
OF WATER AND SEWER SERVICE 1 9 8 2  
Ut i l i ty Cos t  per 1 , 0 0 0  gal lons 
KUB wa t e r  $ 1 . 2 1 
wwcs sewer . 6 3 
Ha l l s da l e  wa t e r  1 . 3 1 
Powe l l  sewe r . 5 7 
F i r s t  wat e r  1 . 2 7 
Ut i l i ty sewe r . 6 1 
Sou r ce : Su r vey of Utilities 
All pro j ects pa id mo r e  than the average amount i t  cos t 
to p r ov i de the s e r v ice to the us e r . The cos t s  of prov i d i ng 
t he s e r v i ce s  and the fees each pro j ec t  pa i d  for the s e r v i c es 
are shown in Table a .  
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Firm 
User
2
Fee1 
Cost 
Difference 
User
2
Fee1 
Cost 
Difference 
Source : 
TABLE 8 
FEE S FOR AND COSTS OF 
WATER AND SEWER SERVICE S 1982 
Water 
'A' ' M' 'O' 
$582.81 $ 435.53 $ 253.25 
557.39 192. 03 212.09 
. 25.42 243.50 41. 12 
Sewer 
518.05 225.6 0 211.16 
290.21 83.55 103.91 
227.84 142.05 107. 25 
1aate Schedules 
2util ities Fil es 
Streets and Highways 
'R' 
$ 450. 6 0  
234.32 
216 .28 
397.11 
101.96 
295.15 
Two formula s  were used to determine the capacity of the 
streets adj acent t o  the proj ects. The formul a used to 
determine the capacity of the r oads impacted by Fi r ms ' A ' 
and 'M' estimates the capacity of· an open section of road. 
The formul a used to measure the capacity of the roads 
adj acent to Fir ms ' 0 '  and 'R' estimates the capacity of a 
si gnal i z ed intersection near the proj ects. 
Firm ' A' is l ocated in a predominantl y singl e famil y 
residential area. The road is narrow with unimproved 
shoul der s and sharp drop offs on both sides of the road. 
The singl e access to Firm 'A' is on a l ong hil l with creates 
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an obs t ructed v i ew . Sight d i s tance i s  est ima t ed at  8 0 %  on 
the h i l l . I t  was assumed that the re was no t r uck t r a f f i c  on 
the road du r i ng peak t ra f f i c  flow . Pavement width was 2 2  
f eet  w i th shoulde rs  two feet wide on each s i de . l 05 To 
determi ne the g r eates t impact on the road , the peak  of the 
gene rator and the peak of the road we re  assumed to occu r a t  
t h e  same t ime . 
I n  determi n i ng the numbe r of t r ips generated by Fi rm 
' A ' , the i ndependent va r iable was the numbe r of apa r tmen t s  
i n  t h e  complex ( 1 2 8 ) . The peak per iod dependent va r iable 
was . 4  t r ips pe r uni t . The number of t r ips gene rated by 
Fi rm ' A '  was f i fty  two . The peak t ra f f i c  volume on the road 
was 8 1 3  vehicles per hou r ( vph ) . 1 0 6  The peak volume of the 
r oad , i nclud i ng the peak t ra f f i c  generated by F i rm ' A ' , was 
8 6 5  vph . 
The desi red flow of t ra f f i c  i s  at  level C ,  a stable 
flow o f  t ra f f i c . The capaci ty of the road was f i r s t  
e s t ima t ed at  level C and than at  other levels needed t o  
de te rmi ne the capacity  of  the road . 
Se rvice Level c - Stable Flow 
1 , 0 6 0  X . 7 0 X 1 . 0  = 7 4 2  vph max imum 
Se r v i ce Level D - Approach i ng Uns tabl e Flow 
1 , 1 0 0  X . 7 5 X 1 . 0  = 8 2 5  vph max imum 
1 0 5Met ropol i tan Plann i ng Commi ss ion , 1 9 9 5 Highway 
Sys t em Plan # 9 , Knoxv i l le , Tennessee , 1 9 8 0 , p7 . Shoulde r 
w idths from field study conducted May 2 5 , 1 9 8 3 . 
l 0 6Thi s  f i gur e  wa s r ounded up from 8 1 2 . 5 .  
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S e r v i ce Level E - Uns table Flow 
2 , 0 0 0  X . 7 5 X 1 . 0  = 1 , 5 0 0  vph max imum 
The t ra f f i c  volume on the road adj acent to Fi rm ' A '  was 
at  an unstable level when the t ra f f i c  gene r a t ed by Fi rm ' A '  
was i nc luded . P r i o r  to Fi rm ' A ' s development , the r oad 
ope r a t ed at s e r v i c e  level D .  Fi rm ' A ' s developme nt at t h i s  
locat ion has had a nega t i ve impact o n  t h e  res ide n t s  of t h e  
a r ea and o n  the commu t e r s  tha t u s e  t h i s  road . 
Fi rm ' M ' i s  loca ted on a two lane r u r a l  hi ghway nea r an 
i n t e r sect i on of an inte r s ta t e  hi ghway . The i n t e r sec t ion has 
four lanes but the t r a f f i c  vol ume is r es t r i c ted by the 
na r r owe r two lane sect ions of  the hi ghway . The two lane 
sect ion of t he r oad had n i ne feet wide lanes w i t h  s i de 
obs t ruct i ons no less than s i x  feet f r om the pavement . 1 0 7  
The a r ea i s  flat wi th unobst r ucted pa s s i ng s i ght di sta nce . 
The i ndependent va r i able used i n  e s t ima t i ng the number 
of new t r ips gene ra ted was the numbe r of new employees . The 
dependent va r i able wa s . 4 1 peak hou r t r ips pe r new employee . 
Fou r peak hour t r ips we r e  gene r a t ed by the addi t i on of  n i ne 
employees . 
The peak pe r iod of the road and of Fi rm ' M '  a r e  assumed 
to occu r a t  the same t ime . The peak t r a f f i c  volume of the 
h i g hway wa s 1 , 1 6 1  vph . The total pea k volume of  the road , 
i ncludi ng the t r a f f i c  generated by F i rm ' M ' , wa s 1 , 1 6 5  vph . 
1 0 7Highwa� Sys tem Plan # 9 , p1 5 . Shoulde r width f r om 
May 2 5 , 1 9 8 3  f1 eld study . 
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The highway capacity at service l evel s c ,  D and E were: 
Service Level c 
1 , 1 20 X . 70 X . 9 7 = 761 vph maximum 
Service Level D 
1 , 500 X . 76 X . 9 7  = 1 , 1 06 vph max imum 
Service Level E 
2, 000 X . 76 X . 9 7 = 1 , 475 vph max imum. 
The highway adj acent to Firm ' M ' was operating at 
service l evel E prior to the addition of the nine empl oyees. 
Firm ' M � s  ex panded work f orce had negl igibl e impact on the 
traf f ic f l ow on the adj acent highway. 
Firm ' O '  is l ocated in an outl ying business district. 
The street was divided with two l anes in each direction. 
The width of the street at the approach of the int ersection 
was 20 f eet. The intersection is a " T" intersection. The 
turning direction with the greatest traf f ic f l ow was treated 
as through traf f ic. 1 08 It was assumed that two thirds of 
the traf f ic generated by Firm ' 0 '  passed through the 
intersection tha t regul ated the vol ume of traf f ic on the 
street � l 09 The percentage of vehicl es making right turns 
was obtained f rom Traf f ic Data Invent ory. 
One thousand square feet was the independent variabl e 
used in determining the number of trips generated by Firm 
• o •  during peak periods. There were 63, 338 square feet in 
1 08Thanh c .  Duong, A S¥nthesized Traf f ic Impact 
Analysis of P ost Worl d's Fa1 r Site Development, 1 9 83 
Unpublished Thesis, University of Tennessee, p9 3 
1 09Traf f ic Engineering Handbook, p44 
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the proj ect . The peak period dependent variable was 2. 3 8  
trips per thousand square feet. Firm • o •  generated 15 1 
trips . The amount of traffic generated by Firm • o •  that 
entered the intersection was 100 trips (2/ 3 X 15 1) . The 
peak vo�u me of the approach to the intersection was 4 4 3  v ph .  
The total peak volume of traffic, · incl uding the traffic 
generated by Firm ' O' was 54 3 v ph. The street capacity at 
serv ice l evel C was 5 60 vph ((1, 4 50) ( . 97 @ P hf. 85) (1 . 25) x 
( . 93 ) (1 . 1) (1 . ) ( . 31) = 560) . The total peak v olu me of 5 4 3  
v ph fel l within service l evel C, the desired lev el of 
serv ice . 
Firm ' R '  is l ocated on a four l ane arterial highway in 
an outl ying commercial area . The approach to the intersec­
tion that control l ed the fl ow of traffic on the adj acent 
highway consists of two through l anes, a l eft turn l ane and 
a pav ed shoulder that coul d be used for right hand turns . 
The width of the approach was 4 8  feet . 110 With the proj ect 
l ocated south of the intersection, the
.
north bound approach 
to the inter s ection was u sed in measur ing the impact Fir m 
' R '  had on the traffic flow . Right turns and left turns 
accounted for ten and nine percent of the traffic, respec-
tivel y . lll Truck traffic was assumed to account for fiv e 
percent of the traffic on the north bound approach . 
llOMeasurement from a fiel d survey conducted May 25, 
1983 . 
ll lTraffic Data Inv entory, Figure # 4 94 
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The i ndependent va r iable used in es t ima t i ng the t ra f f i c  
gene r at ed by Fi rm ' R '  wa s 1 , 0 0 0  squa r e  feet . Fi rm ' R '  
cons i s t ed of 1 6 0 , 0 0 0  squa r e  feet . I t  wa s as sumed that the 
peak pe r i od for Fi rm ' R '  and the ad j acent s t r ee t  occu r r ed at  
the same t ime . The peak per iod dependent va r i able wa s 5 . 5  
t r ips pe r l , o o o " square feet . The peak pe r i od t ra f f i c  
g e n e r at ed by Fi rm ' R '  wa s 8 8 0  t r ips .  As sumi ng two t h i rds o f  
the t r a f f i c gene r a t ed ent e r ed t h e  no r th bound app r oach , 1 1 2  
5 8 7 t r ips we re added t o  the ex i s t ing t ra ff i c . 
The peak volume of the approach was 1 , 2 0 0  vph . The 
total peak vol ume , i nclud i ng the t r a f f i c  gene ra ted by Fi rm 
' R ' was 1 , 7 8 7  vph . The capac i ty of the no r t h  bound approach 
for  selected s e r v i ce level s  are l i s ted below . 
Se r v i ce Level C - Stable Flow 
( 3 , 4 0 0 ) ( . 9 7 ) ( 1 . 2 5 ) ( 1 . ) ( 1 . ) ( 1 . ) ( . 6 )  = 2 , 4 7 4  vph max imum 
S e r v i ce Level B - Stabl e Flow 
( 2 , 8 0 0 ) ( . 9 7 ) ( 1 . 2 5 ) ( 1 . ) ( 1 . ) ( 1 . ) ( . 6 )  = 2 , 0 3 7  vph max imum 
Se r v i ce Level A - Free Flow i ng 
( 2 , 5 0 0 ) ( . 9 7 ) ( 1 . 2 5 ) ( 1 . ) ( 1 . ) ( 1 . ) { . 6 )  = 1 , 8 1 9  vph max i mum 
The total peak vo lume wa s w i t h i n  the l imi t s  of s e r v i ce 
level A ,  whi ch represents f r ee flowi ng t ra f f i c . F i r m ' R '  
d i d not have a nega t i ve impact on the flow of t ra f f i c  on the 
adj acent hi ghway . 
Loca l Economic Impacts 
The impac t  on the local economy was mea su r ed by j obs 
and wages , created d i r ectly and i nd i r e c t ly , i n  the sho r t  and 
1 1 2Tra f f i c  Engi nee r i ng Handbook , p3 4 4 
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long terms. The measure for short term employ ment was 
limited to on-site construction jobs . Firm ' M '  did not 
create any short term employ ment because the facility 
existed prior to its purchase by local investors. 
Short- term labor costs for Firm ' A ' were higher than 
the short-term labor costs of the other projects because 
they had to pay construction work ers the prevailing wage. ll3 
Overall Firm 'R' had the greatest impact on short- term 
employment with over 77 full time work ers and an on-site 
payroll of 1,031,361 dollars . Firm ' A '  had a larger on-site 
payroll but employed fewer work ers. Firm • o •  had the 
smallest impact with forty four on- site work ers and a 
payroll of 585, 927 dollars . The short- term impact of the 
firms is presented in Table 9. A break down of these figures 
appears in Appendix B. 
113oavis - Bacon Act , u . s .  Code ,  Ti tl e  4 0 , 1 9 82 
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F i rm 
' A ' 
' M ' 
' 0 ' 
' R ' 
TABLE 9 
SHORT-TERM JOBS AND WAGES 
BY DEVELOPMENT 
Total 
Jobs Wages 
5 9 . 4 8 $ 1 , 0 5 4 , 5 7 5  
- 0 - . -0-
4 3 . 8 9 5 8 5 , 9 2 7 
77 . 2 6 1 , 0 3 1 , 3 6 1  
Ave r age 
Wages 
1 7 , 7 2 9  
-0 -
1 3 , 3 5 0  
1 3 , 3 5 0  
Table 1 0  shows the impact o f  the developments by the 
numbe r of j obs c r ea ted and wages pa id for eve ry 1 , 0 0 0 , 0 0 0  
dol l a r s  o f  i ndus t r ial development bond f i nanc i ng . 
F i rm 
' A ' 
' M ' 
' 0 ' 
' R ' 
TABLE 1 0  
SHORT-TERM JOBS AND WAGES GENERATED PER 
$ 1 , 0 0 0 , 0 0 0  OF INDUSTRIAL DEVELOPMENT BONDS 
Jobs Wag es 
1 6 . 5  $ 2 9 2 , 9 3 7  
-0- - 0 -
1 5 . 1  2 0 2 , 0 4 4  
2 1 . 3  2 7 8 , 7 4 6  
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Th e long - t e rm impact on the economy was mea s u r ed i n  the 
number of j obs c r ea t ed by the pro j ect , . the wages of the new 
wo r k e r s  and the i nd i r ect i ncome gene ra teq by the new j obs . 
I t  was as sumed that only bas i c  indus t r ies we r e  able to 
gene r a t e  i nd i r ect i ncome . I t  was a l so as sumed tha t  apa r t -
ment complexes and r e t a i l  establ i shmen ts were not ba s i c  
i ndus t r ies . A locat ion quot i ent wa s used to de te rmi ne i f  a 
bu s i ness was conside r ed bas i c . 
Once an i ndu s t ry wa s det ermi ned to be bas i c , the i ncome 
of the new wor k e r s  wa s mul t ipl i ed by the i ncome mu lt ipl i e r  
f o r  the Knoxvi l le economy . The i ncome mul t ip l i e r  f o r  the 
Knoxv i l l e  economy is 1 . 9 9 . 1 1 4  A mu l t ipl i e r  of  1 . 0  r ep r e -
sent s o n l y  t he d i r ect income . Fo r eve ry dol l a r  of  i ncome 
gene r a t ed in a bas i c i ndus t r y i n  the Knoxv i l l e  economy , 9 9  
cents o f  i nd i r ect i ncome i s  gene rated . 
The fou r proj ect s  i n  t h i s  study c reated 2 5 7  new j obs 
and saved 3 0 0  exi s t i ng j obs . 1 1 5  The largest  gene r a tor of 
new j obs was Fi rm ' R ' wi th 2 1 4 . Fi rm ' A ' c r e a t ed only fou r 
long t e rm j obs . F i rm ' R ' als o gene r a ted mo r e  new i ncome 
than any of the othe r pr o j ects wi th pay r o l l s  total l i ng 
1 , 4 3 7 , 5 0 0  do lla r s  i n  1 9 8 2 . The bus i nesses loca ted i n  F i rm 
' 0 ' c r ea t ed 3 0  new j obs and 5 9 9 , 0 0 0  do l l a r s  i n  wag es . F i rm 
' M ' added n i ne employe es to i t s  wor k  for ce and i n c r eased i t s 
1 1 4 char les B .  Ga r r i son , p2 5 
1 1 5The plant manage r indica t ed that wi thou t i ndus t r i a l  
development bond f i nanc i ng , t h e  pla n t  cou ld not have been 
pu r chased and wou ld have shut down . 
7 8  
1 9 8 2  pay roll by 1 5 3 , 0 0 0  dol la r s . Fi rm ' A ' s pay roll  was the 
lowe s t  at  4 6 , 5 0 0  dolla r s  in 1 9 8 2 . The fou r pro j ects  
gene rated 2 , 2 3 6 , 0 0 0  dol la r s  i n  new di rect i ncome . l l 6  An 
addi t i onal 5 , 1 0 0 , 0 0 0  dolla r s  i n  d i r ect i ncome was also 
r eta i ned by the local i nvestor s '  pu r chase of F i rm ' M 1 • 
Only fou r of the twelve bus i nesses loca ted i n  F i rm ' 0 '  
we r e  new to the Knoxvi lle a r ea . Two of the bus i nesses we r e  
clas s i f i ed unde r t h e  S tanda rd I ndu s t r ial  Code ( S I C ) # 7 3 9 2 . 
The othe r two bus i nesses fell under the SIC  # ' s  8 9 1  and 8 9 3 . 
F i rm ' M ' s S I C  cla s s i f i cat ion i s  # 3 9 9 3  ( Appendix B ) . 
The southea s t e r n  Uni ted States was used as  the a r ea of 
compa r ison for the loca l economy i n  the loca t i on quo­
t ient . 1 1 7  
Twenty e ight new bas i c j obs we r e  c r eated , 1 9  i n  
bus i nes ses located i n  Fi rm ' 0 '  and n i ne i n  F i rm ' M ' . F i rm 
' 0 '  and F i rm ' M '  gene rated 4 0 6 , 5 0 0  and 1 5 3 , 0 0 0  dol l a r s  i n  
d i r ect i ncome . Together they produced 5 5 3 , 9 0 5  doll a r s  i n  
i nd i r ect i ncome . 
The total long t e rm impact  on the Knoxv i l l e  economy by 
the fou r pro j ects was 2 , 7 8 9 , 9 0 5  dol la r s . 1 1 8  The long-term 
l l 6Employment and wage f igures  obta i ned f rom bus i ness  
ope r a tor s .  
1 1 7The reg i on i ncludes the states of Alabama , Flo r i da , 
Geo r g i a , Kentucky , Lou i s i ana , Mi s s i ss ippi , No r th Ca rol i na ,  
South Ca rol i na , Tennes see , Vi rginia , and West  Vi r g i n i a . 
1 1 8 1 9 8 2  l evel wages . 
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impac t  each pr o j ect had on the loca l economy i s  shown i n  
Tabl e  1 1 . 
Fi rms 
' A ' 
' M ' l 
' 0 ' 
' R '  
Tot a l  
1This 
TABLE 1 1  
LONG - TERM IMPACT O F  THE DEVELOPMENTS 
ON THE LOCAL ECONOMY 
Di r ect 
Impact 
Jobs I ncome 
4 
9 
3 0  
2 1 4  
2 5 7 
figure 
$ 4 6 , 5 0 0  
1 5 3 , 0 0 0  
5 9 9 , 0 0 0  
1 , 4 3 7 , 5 0 0  
2 , 2 3 6 , 0 0 0  
does not include 
I nd i r ec t  
Impac t 
I ncome 
- 0 -
1 5 1 , 4 7 0  
4 0 2 , 4 3 5  
- 0 -
5 5 3 , 9 0 5  
the jobs and income 
saved . 
Publ i c  Schoo ls 
Knoxvi l le Boa rd of Educat i on f i l es i nd i cated tha t  the 
a r ea i n  wh i ch Fi rm ' A ' , the apa r tment complex , wa s loca t e d  
had an i ncrease o f  fi f ty s tuden t s  between t h e  1 9 8 1 -1 9 8 2  and 
1 9 8 2 -1 9 8 3  school yea r . 1 1 9  Fi rm ' A ' was the only new 
cons t r uc t ion i n  t h i s  a r ea du r i ng tha t t ime pe r i od . Even i f  
a l l  new s t uden t s  t o  thi s area came f r om Fi rm ' A ' , none o f  
1 1 9obta i ned f r om Knoxv i l l e Boa rd of Educa t ion r eco r d s . 
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the s chool s  a f f ected ope ra ted ove r the i r  phy s i ca l  capaci ty 
du r i ng t he 1 9 8 2- 1 9 8 3  schoo l year . 1 2 0  S i nce none of the 
a f f ec t ed schoo l s  we r e  ope r a t i ng ove r thei r capa c i ty ,  Fi rm 
' A '  did no t have a nega t ive impact . 
Summa ry 
Manufactu r i ng and off ice complexes have been the 
p r edomi nant types of developments f i nanced w i t h  i ndus t r i a l  
development bonds i n  Knox County through Ju ly 1 9 8 2 . 
Manu f a c tu r i ng and of f i ces accounted for 4 0 %  of a l l  bonds 
i s sued and 4 0 %  of the total va lue of all bonds for the 
pe r iod of Octobe r 1 9 6 6  th rough Ju ly 1 9 8 2 . The ave rage bond 
i s sue for an o f f i ce complex was 2 , 0 7 5 , 8 3 3  do l la r s . Fo r a 
manufactur i ng concern i t  wa s 1 , 8 6 6 , 7 5 0  dol la r s . The se 
r anked thi rd and fou r t h  in the ave rage val u e  of bond i s s ue 
types . Apa r tmen t s  led the way wi th an ave rage bond va lue of 
4 , 9 6 5 , 3 4 0  dol la r s . 
Ma nufactu r i ng f i rms rece iving i ndu s t r ial deve lopme nt 
bond f i nanci ng gene ra ted the g r ea t e s t  amou nt of p r ope r t y 
taxes . I ndu s t r ia l  deve lopment bond f i nanced ma nufac t u r i ng 
f i rms pa id a comb ined c i ty and coun ty tax of  5 1 7 , 0 6 2  do l l a r s  
for 1 9 8 3 . I ndus t r i a l  deve lopme nt bond off i ce complexes 
gene r a t ed the second largest amou nt of comb ined c i ty and 
cou nty prope r ty taxes w i th 4 5 7 , 4 7 2  dol l a r s  for the same 
1 2 0 I n t e r v iew wi th Dr . John McCook of the Knoxv i l l e  
Boa rd of  Educa t ion , May 1 0 , 1 9 8 3 . 
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pe r iod . The county yi elded nea r l y twi ce as much as the c i t y  
d i d  i n  prope r t y taxes . 
Fi rm ' R '  g ene ra ted the largest amount of p r ope r ty taxes 
pe r 1 , 0 0 0  dol l a r s  of i ndus t r ial development bond f i nanc i ng . 
Fi rm ' R '  gene r a t ed 1 3 . 4 1 for eve ry 1 , 0 0 0  do l la r s  of  indus ­
t r i a l  deve lopment bond f i nanc i ng . Thi s was fol lowed b y  Fi rm 
' M ' wi th 1 0 . 8 9 /1 , 0 0 0 , Fi rm ' 0 ' wi th 9 . 8 3/1 , 0 0 0  and Fi rm ' A '  
wi th 5 . 4 3/1 , 0 0 0  dol la rs of i ndus t r i a l  developme nt bond 
f i nanc i ng . 
The wat e r  and sewe r sys t ems had ample capa c i ty to 
handl e  the demands placed on them by these pro j ec t s . No 
other  developme nt had to be for egone because these p r o j e c t s  
used u p  t o o  much of the sys t ems ' capac i t ies . 
Onl y  Fi rm ' A '  had a nega t i ve impact on ci ty or county 
r oadways . The road ad j acent to Fi rm ' M ' wa s ope r a t i ng a t  an 
uns table peak f low pr ior to the n i ne new empl oyees added to 
t he F i rm ' s wo r k  force . These new employees had a mi n ima l  
impact o n  a road tha t wa s a l r eady ope r a t i ng a t  an undes­
i r able l evel . F i rms ' 0 '  and ' R '  d i d  no t have a nega t i ve 
impact on the s t r ee t s  adj acent to t hem . 
Fi rm ' R '  had the g r ea t e s t  impact on sho r t - term employ­
ment by c r ea t i ng 77 new j obs with an on- s i t e  pay rol l of 
1 , 0 3 1 , 3 6 1  do l la r s . Wo rke rs on Fi rm ' A ' rec e i ved h i gher 
wages t han did wo r k e r s  on the othe r pro j ec t s  because the 
p r eva i l i ng wage had to be pa id . Fi fty n i ne shor t - t e rm 
wo r k e r s  we r e  employed on Fi rm ' A ' wh ich had an on-s i t e 
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pay roll of 1 , 0 5 4 , 57 5  dol la r s . F i rm ' M '  wa s cons t r ucted 
pr ior to the s t udy per iod . Fi rm ' M '  was cons ide r ed to no t 
have an impa ct on shor t - term empl oyment . 
Bu s i nesses loca ted i n  Fi rm ' R ' s  pro j ec t  gene r ated the 
l a r g e s t  amou nt of long-term employment . Du r i ng 1 9 8 2 ,  2 1 4  
wo r k e r s we re employed i n  F i rm ' R ' s  proj ect wh i ch had a 
pay r o l l  of 1 , 4 3 7 , 5 0 0  dol la r s . Bu s i nesses i n  F i rm • o • s  
pro j e ct employed 3 0  new wo r k e r s  an had an i ncreased pay r o l l  
of  5 9 9 , 0 0 0  dol l a r s .  Fi rm ' M '  i nc r eased i t s wor k  force by 
n i ne and i t s  payroll by 1 5 3 , 0 0 dol l a r s .  Fi rm ' A ' s pr o j ec t  
gene r a t ed the fewe s t  j obs , fou r i n  a l l , and had the lowe s t  
pay r o l l  wi th 4 6 , 5 0 0  doll a r s . 
No p r o j ects ex er ted a negat i ve impa ct on t he pu bl i c  
school s . 
The f i nal chapt e r  of t h i s  thes i s  w i l l  present the 
conclus ions dr awn by the resea r che r conce r n i ng the i nf o r ­
ma t i on gathe r ed o n  t h e  four pro j ect s , the Tennessee enab l i ng 
l eg i slat ion , the use of i ndus t r ia l  development bonds i n  Knox 
County and on i s sues a f f ect i ng indus t r ial devel opment bond 
f i nanc i ng in gene ral . Areas of futu r e  inves t igat i on a r e  
a l s o  r a i s ed . 
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CHAPTER VI 
CONCLUS ION 
Th i s  chap t e r  add res ses a numbe r of i s sues on i ndus t r ia l  
deve lopme nt bonds as they apply t o  Knox Cou nty . The 
l eg i s la t ion enab l i ng the c r eat ion of I ndus t r i a l  Deve lopme nt 
Boa rds and the use of i ndu s t r ia l  deve lopme nt bonds i n · Knox 
Cou nty is a l so add r e s sed . Conc lus ions a r e  dr awn f rom da t a  
p r esented i n  the previous chapt e r s . 
I s s ues 
Fou r gene ral i s sues conce r n i ng the use of  indu s t r ial 
development bonds .as t hey relate to mu n i c ipa l i t i e s i n  
gene r a l  and Knox County i n  pa r t i cu l a r  that a r e  d i s cus sed 
b e l ow a r e : 
1 .  that sma l l e r  bus i nesses would be excluded f rom the 
mu n i c ipal bond ma r k et because i n t e r e s t  rates woul d  
b e  hi ghe r than the bus i ne s s  could a f f ord s i nce the 
i n t e r e s t  rate of the development bonds a r e t i ed to 
the c redi t ra t i ng of the bus i ness r ece i v i ng the 
f i nanc i ng , 
2 .  that the local tax base wou ld not bene f i t f r om 
indu s t r ial development bond f i nanc i ng because 
pub l i cly owned prope r t y  i s  exempt f rom taxes , 
3 .  whe the r the use of indu s t r ia l  deve lopme n t  bonds 
a l l ev i a t e s unemployment and if so , is it ta r g e t ed 
and 
4 .  that the use of indus t r i a l  deve lopment bonds 
crea t e s  unfa i r  compet i t ion . 
One hund red and e ight d i f f er ent f i rms rece i ved i ndu s -
t r i a l  development bond f i nanc i ng in Knox County du r i ng the 
pe r iod between Oc tobe r 1 9 6 6  and Ju ly 1 9 8 2 . The va s t  
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ma j o r i t y of these f i rms we re sma l l  bus i nesses . On ly 2 3  o f  
t he i s sues we nt to l a r ge r eg i onal or na t i ona l f i rms . 1 2 1 
Sma l l e r  bus i nesses had access to the bond ma r k e t  but the 
l a r g e r  f i rms bo r r owed mo re money pe r i ssue than did the 
sma l l e r  bus i nesses . The large bus ines�es accounted for 4 7 . 6 % 
of the total value of the bonds i s sued du r i ng t h i s  pe r iod . 
Clea r ly , the la rge bu s i nesses that had the eas i e s t  access t o  
the t rad i t ional money ma r k e t s  also bene f i t ed t h e  mos t  f r om 
ent e r i ng the mun i cipal bond ma rket . The conce r n  of sma l l  
bus i nesses hav i ng access to i ndus t r i al deve lopment bond 
f i nanc i ng does not appea r to be a ma j o r  conce r n  in the ca se 
of  Knox County . 
None of the loca l gove r nme nts i n  Knox County own any of  
the _ prope r t i e s  f i na nced w i t h  i ndu s t r i a l  developme nt bonds . 
P r ope r t y taxes we re pa id on all  of the developme n t s . Al l 
i ndus t r i al deve lopment bond f i nanced proj ec ts , for bonds 
i s sued be tween Oc tobe r 1 9 6 6  and July 1 9 8 2 , pa id appr ox i ­
ma tely 1 , 7 8 0 , 0 0 0  dol la rs in prope r t y  taxes in 1 9 8 3  ( see 
Tabl e  4 ) . 
Employment gene r a t i on i s  not t a r g e t ed i n  Knox Cou nty . 
The I ndu s t r i a l  _ Deve lopme nt Boa r d  of Knox County only 
r equ i r e s  a pro j ec t  to c r eate j obs . The deve lope r or 
bus i nes s seek i ng i ndus t r ial developmen t  bonds det e rmi nes the 
type of j obs c r eated . The proj ects in this study c r e a t ed 
1 2 1Th i s  i ncludes the ho tels bu i l t  with I DB i n  the CBD , 
even though the s t r uc t u r e s  a r e  not owned by the hotel cha i n . 
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2 5 7  new j obs . One pr o j ect , ' M ' , may a l so have saved 3 0 0  
j obs . 
The ques t i on of unfa i r  compe t i t ion i s  mo r e  complex than 
bus i ness X received an i ndus t r i al developme nt bond and 
bus i ness Y did no t , so X mu s t  have an unfa i r  advan tage . 
The r e  have been nume rous gove r nment prog r ams that have 
bene f i ted bus i nesses . Some of these prog rams a r e  tax 
aba t ements , subs i d i z ed loa ns , loan gua r antees , mino r i t y 
owne r s h i p  p r e f e r ences , loca l content p r e f e r ences and 
acce l e r a t ed depr ec i a t ion . I ndus t r ial developme nt bonds a r e  
j us t  anothe r way gove r nment i n t e r venes i n  the ma r k et . A 
que s t ion for  futu r e  re sea r ch is  how to def i ne fa i r  compe­
t i t ion . Unt i l  th i s  i s  answe r ed , one can not say , w i t h  any 
ce r ta i nty , whe the r or not i ndus t r ial development bonds 
prov i de unfa i r  advantages for those bu s i nesses rece i v i ng 
them . 
Enabl i ng Leg i slat ion 
The I ndus t r i a l  Co rporat ion Act of 1 9 57 is the Tenne s see 
enabl i ng l eg i s lat ion u nde r wh ich i ndus t r ial deve lopment 
bonds are i s sued in Knox County . The pu r pose of  the Act i s  
" the i s suance o f  i ndus t r i a l  developmen t  bonds t o  cons t r u c t , 
pu r chase o r  rebu i ld an empl oyme nt produc i ng fac i l i ty ,  to 
i n c r ease the qual i t y of hou s i ng and to cont rol pol lu­
t i o n . " 1 2 2  Fi rms ' 0 ' and ' R '  we re employment gene r a to r s  
1 0 2 . 
l 2 2Tennes see Code Annot ated , Chapter 5 3 , sect ion 7 - 5 3 -
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cons t ru c t ed wi th the ass i s tance of i ndus t r ia l  development 
bonds , F i rm ' M '  was pu r chased w i th indus t r ia l  deve lopme n t  
bonds a n d  F i rm ' A ' wa s cons t ructed t o  improve t h e  qual i t y of  
hou s i ng .  The bas i c  concept behind the use of i ndus t r i al 
deve lopme n t  bonds i s  the c r eat i on of j obs for unemployed i n  
an a r ea . Th i s  concept began du r i ng t h e  Gr eat Dep r e s s i on i n  
Mi s s i ss ippi wi th the Balance Ag r i cu l t u r e  Wi th I ndus t r y Ac t 
( BAWI ) 1 2 3 • 
Hav i ng unemployed wo r k e r s  i n  the a r ea i s  a r equ i r ement 
for i ndu s t r ial development bond f i nanc i ng in Tenn e s s ee . The 
use of i ndus t r i a l  development bonds is as va r i ed as the r e  
a r e  types o f  developments . Us i ng i ndus t r i a l  deve lopme nt 
bonds for  hous i ng is not a very ef fect ive means of c r ea t i ng 
j obs . Hous i ng i s  a poor gene rator of  empl oyment . I n  t h i s  
s t udy the apa r tment complex c r eat ed only fou r  j obs . Also , 
s e c t ion 7- 5 3 - 1 0 1  ( l l ) ( A ) ( X )  of the 1 9 5 7 Act as ame nded , 
s t a tes tha t  mu l t i -fami ly hou s i ng i s  " • • •  to be used by 
per sons of  low/mode rate income as may be de termi ned by the 
d i r ec to r s  of the boa rd . . . .. 1 2 4  but it doe sn ' t requ i r e  any 
mon i to r i ng of t he pro j ects to be su re that they comply wi th 
the Act . I t  a l s o leaves the de f i n i t ion of low and mod e r a t e  
income u p  to t h e  local boa rd of d i r ector s . How doe s a boa r d  
of  d i r ec t o r s  dec i de o n  wha t leve l s  o f  i ncome a r e  low and 
p 3 . 
1 2 3Advi so r y  Commi s s i on o n  I n tergove rnmental Re lat io ns , 
1 2 4Tennessee Code Annota ted , sect i on 7 - 5 3 - 1 0 1 ( l l ) ( A ) ( X )  
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mod e r a t e ?  I t  i s  too a r b i t r a ry to al low local boa rds to 
decide wha t cons t i tutes low and mode rate i n come . 
One might conc lude f r om the lack of cont rols in the 
Tennessee enabl i ng leg i s la t i on that ei ther  the i n t ent of  the 
law wa s to not prov ide adequa te hou s i ng for low and mod e r a t e  
i ncome hou seholds , o r  t h a t  a loopho le wa s u n i n t e n t iona l ly 
c r ea t ed . I n  the case of Fi rm ' A ' , i ndus t r i al developme nt 
bonds we r e  u s ed as const r uc t i on funds . Long-t erm f i nanci ng 
was prov i ded by Gove r nme nt Na t i onal Mo r t gage Assoc i a t i on 
( GNMA ) . Once the i ndust r ial development bond s we r e  r e t i r ed 
( debt pu rcha sed by GNMA ) , the low and mode r a t e  i ncome 
r equ i r emen t s  be came void . Fi rm ' A '  ci rcumvented the le t t e r  
of  the law . 
Impa c t s  of Deve lopme nts 
The impa c t s  of the fou r developments on the Knoxv i l l e 
commu n i ty we re clas s i f i ed as pos i t ive , neu t ra l  or negat i ve . 
Pos i t ive impa c t s  occu r when cond i t ions a r e  made be t t e r , 
neu t r a l  impacts occu r when the forces placed on a sys tem a r e  
handl ed by t h e  sy s t em w i t h  n o  r educt ion in t h e  qua l i ty o f  
s e r v i ce and negat ive impacts occu r when cond i t i ons a r e  made 
wo r s e . 
The crea t i on of j obs and i ncome we re t he mos t  impo r tant 
impact s of i ndus t r i al development bond f i nanced p r o j e c t s  
because j ob cre at ion was t he pr imary pu rpose of i ndu s t r i a l  
developmen t  bond leg i slat i on . Const ruc t i on employment wa s 
less impor tant than long- term j obs because the ef f e c t  does 
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not l a s t  as long as long t e rm employment . The sho r t t e rm 
impa c t  on the loca l economy , cr eated by Fi rms ' A ' , ' O '  and 
' R '  equ a l l ed 2 , 6 7 1 , 8 6 3  dol l a r s  i n  wa ges and 1 7 9  j obs . I n  
te rms of  j ob c r ea t i on , Fi rm ' R '  created the g re a t e s t  numbe r 
of sho r t  t e rm j obs pe r 1 , 0 0 0 , 0 0 0  do l la r s  of i ndus t r i al 
deve lopment bonds wi th 2 1 . 3  j obs . Fi rms " A ' and ' O ' we r e  
nea r ly equal i n  the numbe r of sho r t  t e rm j obs pe r 1 , 0 0 0 , 0 0 0  
dol la r s  o f  i ndus t r ia l  deve lopme nt bonds w i t h  1 6 . 5  and 1 5 . 1 ,  
re spec t i vely . 
The const ruct i on of F i rm ' A '  wa s i nsu r ed by an age ncy 
of the f ede r a l  gove rnment . When a proj ect is cons t ructed 
w i t h  fede ral a s s i stance , the develope r mus t  pay the con­
s t r u c t ion wo r k e r s  the p r eva i l i ng wage r a te . Th i s  i n c r ea s ed 
the cos t of labo r fo r Fi rm ' A ' . The ave rage wo r k e r  on F i rm 
' A wa s pa id approx ima t e ly 4 , 0 0 0  dol l a r s  mo re than the i r  
counte rpa r t s  on othe r proj ects . 
The total new long t e rm employme nt of the fou r pr o j e c t s  
wa s 2 4 7 . The d i rect i ncome gene ra ted 2 , 2 3 6 , 0 0 0  dol la r s  i n  
wages f o r  1 9 8 2 . The 2 8  bas ic i ndus t r y j obs c r eated 5 5 3 , 9 0 5  
dol l a r s i n  i nd i r ect i ncome . Fi rm ' R '  c r ea ted the mo s t  new 
j obs , 2 1 4 ,  whi l e Fi rm ' A '  created the fewe s t , fou r . 
I f  the 3 0 0  j obs saved by F i rm ' M '  we r e  added to the 
n i ne new j obs , Fi rm ' M '  would have had the g r ea tes t impa ct 
on long t e rm employme nt with 309 ba s i c  i ndus t ry j obs . The 
d i r ect i ncome of Fi rm ' M '  wa s 5 , 2 5 3 , 0 0 0  dol la r s . The 
i nd i rect i ncome f rom F i rm ' M '  wa s 5 , 2 0 0 , 4 7 0 dolla r s . I f  
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Fi rm ' M '  we r e  to have shut down , 10 , 4 5 3 , 4 7 0  dol la r s  i n  
d i rect and i nd i rect i ncome would have been los t . 
None of the proj ects had a nega t i ve impact on the wa t e r  
and sewer sys t ems a f fe cted b y  the p r o j ects . Eve r y  p r o j ect 
pa i d  u s e r  fees g r ea ter  than the ave rage cos t of p r odu c i ng 
the s e r v i ce . Th i s  means they we re subs i d i z i ng the r a t e s of 
other u s e r s . Al so , no othe r deve lopme nt had to be for egone 
because these pro j ects we r e  consumi ng too mu ch of the 
s e r v i ce s  prov i ded by the ut i l i t i es . I t  wou ld appea r tha t 
l a r g e  sca l e  us e r s  a r e  good because t hey subs idi z e the co s t  
o f  the s e r v i ce t o  sma l l  scale use rs . 
On l y  Fi rm ' A ' had a nega t i ve impac t  on the s t r e e t  
sys t em . The s i t i ng of Fi rm ' A ' on a s t r ee t  that wa s a l r eady 
ope r a t i ng at a level appr oach i ng an unstable t ra f f i c  f l ow 
made t he s i t ua t ion even wo rse . The i nc r ea sed t r a f f i c  f r om 
F i rm ' M '  was so mi nor i t  did not have an e f fect on the l evel 
of  se rv ice on the adj acent h i ghway . Fi rms ' 0 ' and ' R '  had 
l i t t l e  or no impact on the s t reets ad j acent to the i r 
r e spect ive developments because the levels of s e r v i ce we r e  
a t  level C o r  bet t e r . 
Th ree of the fou r  pr o j ects wer e  located ou ts ide t he 
c i ty l imi t s  of Knoxv i l l e . Th i s  bene f i ted the cou n ty mo r e  
than the c i t y i n  te rms o f  tax r evenues . I n  1 9 8 3  t he cou n ty 
col le cted 1 3 0 , 3 8 0  dol la r s  in taxes whe r eas the c i ty col ­
l ected 1 0 , 5 1 4  dol la r s  i n  taxes f r om these pro j ects . F i rm ' R '  
gene ra ted the g r ea t e s t  amount of taxes pe r 1 , 0 0 0  dol la r s  of 
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i ndus t r i al developmen t bonds wi th 1 3 . 4 1 .  Fi rm ' M '  was next 
with 1 0 . 8 9 /1 , 0 0 0  do l l a r s  and Fi rms ' 0 ' and ' A '  gene r a t ed 
9 . 8 3/ 1 , 0 0 0  do l l a r s  and 5 . 4 3/1 , 0 0 0  dollar s ,  r espec t i vely . 
I f  i ndus t r i a l  development bonds we r e  neces sa r y  for the 
pu r chase of F i rm ' M ' , it wou ld have been the mos t pub l i c l y  
bene f i c i a l  use of indus t r ial developme nt bonds of p r o j ects 
s t ud i ed . Th ree hundred and n i ne j obs and 5 , 2 5 3 , 0 0 0  do l l a r s  
i n  wages we r e  d i r ec t l y  a f f ected . An add i t iona l 5 , 2 0 0 , 4 7 0  
do l la r s  o f  i nd i r ect i ncome wa s also gene ra ted . F i rm ' M '  
pa i d  4 3 , 5 7 1  dol la r s  i n  prope r ty taxes in  1 9 8 3 . I t  a lso had 
a l imi t ed impac t  on the wa te r , sewe r and a d j acent highway 
sys t ems . F i rm ' M '  had a g r ea t e r  bene f i c i a l  economi c a nd 
f i scal impac t  than all  of the othe r p r o j ec t s  comb i ned , i f  
i ndu s t r i a l  deve lopment bonds we re necessary for i t s  pu r chase 
by local i nves tor s .  If  not , Fi rm ' R ' would have had the 
g r ea t e s t  economi c and f i scal impact . Tabl e  1 2  shows the 
economi c and f i sca l  impacts of the fou r f i rms . The f i g u r es 
for Fi rm ' M ' assumed t he need for i ndust r i a l  deve lopmen t  
bonds . 
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TABLE 12 
ANNUALI ZED ECONOMIC IMPACT - 19 8 2  LEVEL 
( in thousands ) 
F i rm A M 0 R 
Long-term 
D i r ec t  4 7 5 , 2 5 3  5 9 9  14 3 8  
Long-t e rm 
I nd i r ec t  0 5 , 2 0 0  4 0 2  0 
Prope r t y  
taxes 19 44 2 8  5 0  
Total 66 1 0 , 4 9 7  1 , 0 2 9  2 , 5 1 9  
Conclus ions 
The use of i ndus t r ial development bonds in Knox County 
has gene rally been benef icial . All o f  the pro j ects  have had 
a pos i t ive ef fect on prope r ty values , all  have c r eated new 
employment , and a l l  pay water and sewer user  fees in excess 
of the av��age cos t  of producing the service . 
Thi s  s tudy shows that bas i c  i ndus t ry j obs have a 
g r eater  impact on the economy than nonba s i c  j obs . A bas ic  
j ob i n  a bus i ness located in  Proj ect • o •  gene r ates mor e  than 
2 . 5  t imes the i ncome of a nonbasic  j ob i n  a bus i ness located 
i n  Fi rm • o • . Table 13 shows the impact on the economy of 
bas i c  and nonba s i c  j obs . 
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F i rm 
' O ' 
' O '  
' M ' 
' A •  
' R •  
TABLE 1 3  
LONG - TERM INCOME GENERATED PER EMPLOYEE 
IN BAS I C  AND NON-BAS IC INDUSTRIES 1 9 8 2  
I ncome Gene ra t ed 
( ba s i c ) $ 4 2 , 5 7 5  
( non-ba s i c ) 1 7 , 5 0 0  
( ba s i c ) 3 3 , 8 3 0  
( non-bas i c ) 1 1 , 6 2 5  
( non-bas i c ) 6 , 7 1 7  
I t  wou ld seem ev ident f rom Table 1 3  tha t  a commun i t y 
should pu r s ue ba s i c  indu s t r i es , when u s i ng any tool for 
economi c development , because they pr oduce a g r ea t e r  r e t u r n  
o n  a commu n i ty • s  inves tment than do nonba s i c  i ndu s t r i e s . 
The nega t i ve impact of locat i ng Fi rm 1 A 1  on a na r row 
two lane road i l l u s t r a tes the lack of comp r ehen s i ve plann i ng 
and implementa t i on of economi c deve lopme nt i n  Knox County , 
Tenne ssee . I f  economi c development had been coord i na t ed wi th 
cap i t a l  impr ovements , the da ng e r  to moto r i s t s  on t he 
ad j acent h i ghway would be less than i t  i s  now . 
The Knox County I ndu s t r ial Development Boa rd • s  approach 
to i s su i ng i ndu s t r i a l  development bonds i nd i cates a lack of 
coope ra t ion among loca l agencie s . The r e  needs to be an 
a s s e s smen t of the commun i t y • s s t r eng ths and weakn esses . The 
s t rengths need to be promoted and t he weak ne s ses should be 
ove r come . A cent ral i z ed agency is needed to ass i s t  
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potent i a l  develope r s  and bus i nesses i n  cu t t i ng t h r ough the 
gove r nme ntal r ed tape , to ass i s t  them i n  f i nd i ng locat ion 
s i tes and deve lopme nt f i nanc i ng . 
Th i s  s t udy shows tha t f i rms c r ea t ed wi th the a s s i s t a nce 
of i ndu s t r ia l  development bond f i nanc i ng gene ra ted prope r ty 
taxes and i ncome . Bu t i t  doe s not prove that i ndu s t r i a l  
development bond f i nanc i ng i s  absolutely essent i a l  t o  
deve lopment . Many , i f  not a l l  of the se developme n t s ma y 
have occu r red wi thou t the use of i ndus t r ial developme nt 
bonds . Re ta i l  es tabl i shments mus t  have a ma r ket for the i r  
goods and apa r tments wou ld not be cons t r ucted i f  t he r e  wa s 
not a need for hous ing .  
I ndus t r i a l  developmen t  bonds a r e  a useful economic 
development tool . I n  most ca se s , the use of  i ndu s t r ia l  
developmen t  bonds does not cos t local gove r nme n t s  anyth ing . 
The a t t i tude of  many local of f i ci als i s  tha t  s i nce i t  
doe sn ' t cos t anyt h i ng t o  i s sue the bonds , bonds w i l l  be 
i s sued t o  any develope r seek i ng them . The re may be a hidden 
cos t i n  i s s u i ng i ndus t r i al deve lopment bonds . Th i s  i s  
oppo r t u n i t y  co s t . The Def i c i t  Reduc t i on Act o f  1 9 8 4  pl aced 
a l imi t on t he agg r ega te amount of i ndus t r ial deve lopme nt 
bonds that cou ld be i s sued i n  a s t a te annua l l y . I f  the 
l imi t i s  r el a t i vely low i n  a state , f i nanc ing development s 
tha t  c r eate few j obs , or low pay i ng j obs , may proh i b i t the 
development of pro j ec t s  that c r ea te mo re and/or be t t e r  
pay i ng j obs . State and loca l gove rnme nts should ass i s t  
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those i ndustri es that hav e the largest i mpact on the 
economy. 
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APPENDICES 
APPEND I X  A 
QUEST IONNAIRE OF BUS INESSES 
Survey of Bus i nesses Bene f i t ing From 
I ndus t r ial Deve lopment Bonds 
The fa c i l i ty you r bus i ness i s  i n  wa s cons t r ucted w i t h  
i ndus t r i a l  r evenue bonds ( !DB ) . 
The pu rpose of th is  survey i s  to provide f i rm spec i f i c  da ta 
on bu s i nes ses located in I DB f i nanced faci l i t ies . Anonymi ty 
of a l l  bus i nesses ia  assured . The data wi l l  be used in a 
s tudy of the impact of I DB in Knox Cou nty . 
1 .  Did this  bus i ness exi s t  i n  Knox County pr ior to 1 9 8 0 ?  
Yes No 
----- -----
2 .  Numbe r of Employees 
2a . I f  you answe r ed yes i n  1 1 , how many employees have been 
added to you r  wo r k  force s ince 19 8 0 ?  
3 .  Ave rage wage i n  1 9 8 2  ( f o r  a l l  employees ) $ 
4 .  Tot a l  pay rol l for 1 9 8 2  $ 
----------
5 .  I f  t h i s  i s  an apa r tme nt complex , how many un i t s a r e  
the r e ?  
ANSWER QUEST IONS 6 & 7 ONLY I F  YOUR BUSI NESS OPERATES THE 
FAC I L ITY . 
6 .  Wou ld t h i s  fac i l i ty have been bu i l t  or  pu r chased i f  I DB 
f i nanci ng was not ava i lable? 
Yes No 
----- -----
1 .  We re any o the r gove rnment inducements offe red to you to 
get you to locate i n  Knox County? 
Yes No 
7 a . I f  yes , what we r e  they? 
1 0 5  
-----
QUESTIONNAIRE ON UTILITY COSTS AND CAP ACITIES 
Instructions: Fill in the blanks follo wing each questio n. 
1 .  
2. 
3. 
4. 
5. 
6. 
1 
The numbers yo u prov ide are to be fo r the 
year 198 2. 
( Ut1 l 1 ty )  
What was the maximum dail y capacity of the water system 
during 1 982? million gallo ns per day. 
What percentage of the water system ' s maximum daily 
capacity was being used daily? % 
What was the maximum capacity of the waste water system 
during 1 982? mil l ion gall ons per day. 
What percentage of the waste water system ' s  maximum 
daily capacity was being used dail y? % 
What did it co st the utility to provide water in 1982? 1 
$ per 1 , 000 gal lons 
What �id it co st the util ity to treat waste water in 
1 982? $ per 1 , 000 gal lons 
The cost shoul d  include maintenance and operatio n, debt 
retirement and interest payments and perso nnel and 
administratio n. 
106 
FIRM 
1 .  
2 .  
3 .  
4 .  
F I RM 
1 .  
2 .  
3 .  
4 .  
FIRM 
1 .  
2 .  
3 .  
4 .  
S I C  
S I C  
S I C  
APPENDI X  B 
SHORT - TERM EMPLOYMENT AND WAGE FI GURES 
' A ' 
. 3 2 7  X $ 3 , 2 2 5 , 0 0 0  
3 3 . 2  X 3 , 2 2 5  
hou r s  
1 0 7 , 0 7 0/1 , 8 0 0  
$ 1 , 0 5 4 , 57 5/5 9 . 4 8 
• o •  
. 2 6 7  X $ 2 , 1 9 4 , 4 8 3  
3 6 . 0  X 2 , 1 9 4 . 4 8 3  
7 9 , 0 0 1/1 , 8 0 0  
5 8 5 , 9 27/4 3 . 8 9 
' R ' 
. 3 0 3  X $ 3 , 4 0 0 , 0 0 0  
4 0 . 9  X 3 , 4 0 0  
1 3 9 , 0 6 0/1 , 8 0 0  
1 , 0 3 1 , 3 6 2/7 7 . 2 6 
= $ 1 , 0 5 4 , 5 7 5  on-s i t e wages 
= 1 0 7 , 0 7 0  on- s i t e employee 
= 5 9 . 4 8 employees 
= $ 17 , 7 2 9  ave r age yea r l y wage 
= $ 5 8 5 , 9 27 on-s i t e wages 
= 7 9 , 0 0 1  on-s i t e  employee hou r s  
= 4 3 . 8 9 employees 
= $ 1 3 , 3 5 0  average yea r ly wage 
= $ 1 , 0 3 1 , 3 6 2  on-s i t e wages 
= 1 3 9 , 0 6 0  on-s i t e employee hou r s  
= 7 7 . 2 6 employees 
= $ 1 3 , 3 5 0  ave rage yea r ly wage 
LOCAT ION QUOT IENT 
# 3 9 9 3  7 0 0  1 5 0 , 6 4 6  = 1 3 . 5 7 
7 , 5 5 0  2 2 , 0 6 1 , 4 1 0  
# 7 3 9 2  2 2 6Ll s o , 6 4 6  = . 6 7 5 6  
4 8 , 9 8 3/2 2 , 0 6 1 , 4 1 0  
# 8 9 1  3 0 lL1 5 0 , 6 4 6  = 2 . 8  
1 5 , 7 3 9/2 2 , 0 6 1 , 4 1 0  
S I C  # 8 9 3  s 7 1L1 S 0 , 6 4 6  = 1 . 5 8 
5 2 , 8 4 0/2 2 , 0 6 1 , 4 1 0  
1 0 7  
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